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TUESDAY, MAY 3, 1955 


Untrrep StTatres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS 
Washington, D.C. 

The subcommittee met at 10:05 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcommit- 
tee) presiding. 

Present: Senators Magnuson, Hayden, Ellender, Robertson, Dirk- 
sen, and Potter. 

Also present: Senator Flanders, 


NATIONAL CAPITAL HOUSING AUTHORITY 


STATEMENTS OF JAMES RING, EXECUTIVE DIRECTOR; CONRAD 
JONES, COMPTROLLER; AND LOUIS N. MOORE, BUDGET OFFICER 


OPENING STATEMENT BY CHAIRMAN 


Senator Magnuson. The committee will come to order. 
First, the Chair would like to put into the record a letter from the 
National Capital Housing Authority, regarding their appropriation. 
They do not propose, they say in the letter, to request any change in 
) the proposed bill relating to appropriations for that agency. 


COM MUNICATION 
(The letter referred to follows :) 


NATIONAL CAPITAL HOUSING AUTHORITY, 
Washington 25, D. C., March 314, 1955, 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, Senate Appropriations Committee, Washington, D. C. 
DEAR SENATOR MAGNUSON: The independent offices appropriation bill, H. R. 
45240, as reported to the House of Representatives includes a proposed appropria- 
tion for the National Capital Housing Authority identical with the amount rec- 
ommended in the President’s budget. 

We do not propose to request any change in that portion of the proposed bill 
relating to an appropriation for this agency. Consequently we are not request- 
ing your committee to hold a hearing on our appropriation request unless it is 
your desire to do so. 

We wish to express our sincere thanks for the courtesy extended to us by your 
committee. 

Sincerely yours, 
JAMES Rina, Hvecutive Director. 
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GENERAL STATEMENT 


Senator Magnuson. Next we will hear from the executive director, 
Mr. Ring. 

Mr. Ring, I will be glad to hear from you. Apparently you do not 
propose to request any change. We have no desire to hold a hearing 
on your appropriation if you are satisfied with it. 

Mr. Rine. Thank you, Senator. We are quite satisfied. We are 
always glad to respond to a request from the committee for any addi- 
tional information that might be needed. 

Senator Magnuson. How much did the House give you this year’ 

Mr. Rina. I think the request was $37,000 for a small part of our 
total operations. The greater part of our operations are under con- 
tract with the Public Housing Administration, and virtually all of 
those costs are defrayed by rental receipts. 

Senator Magnuson. We will put your letter in the record and let 
it stand as it is and will try to sustain it as it is. 

Mr. Rine. Thank you, Senator. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


STATEMENTS OF DR. JEROME C. HUNSAKER, CHAIRMAN; HON. 
DONALD A. QUARLES, ASSISTANT SECRETARY OF DEFENSE 
(RESEARCH AND DEVELOPMENT) ; VICE ADM. THOMAS S. COMBS, 
DEPUTY CHIEF OF NAVAL OPERATIONS (AIR), UNITED STATES 
NAVY; MAJ. GEN. H. B. THATCHER, FOR LT. GEN. DONALD L. PUTT, 
DEPUTY CHIEF OF STAFF (DEVELOPMENT), UNITED STATES 
AIR FORCE; DR. HUGH L. DRYDEN, DIRECTOR, NACA; DR. JOHN F. 
VICTORY, EXECUTIVE SECRETARY, NACA; RALPH E. ULMER, | 
BUDGET OFFICER, NACA; AND BRIG. GEN. DONALD J. KEIRN,) 
ATOMIC ENERGY COMMISSION 


STATEMENT BY CHAIRMAN 


Senator Magnuson. We have the National Advisory Committee for 
Aeronautics, Dr. Hunsaker. Doctor, we will be glad to hear from 
you. 

The National Advisory Committee for Aeronautics has submitted 
to the Appropriations Committee a letter from Hugh L. Dryden, 
director, dated April 5, 1955, pursuant to request. In that letter he 
suggests some changes in the amount of the items carried in the inde- 
pendent offices appropriations bill before the House of Repre- 
sentatives. 

Dr. Hunsaxer. We will put that in the record, if we may, Senator. 


COMMUNICATION 


Senator Magnuson. We will put that in the record as well as some | 
supporting justifications, and, if you wish, we will be glad to hear | 
from you in regard to those changes. 

(The letter referred to follows :) 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington, D. C., April 5, 1955. 


Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices 
Appropriation Bill, 1956, Committee on Appropriations, 
United States Senate, Washington, D.C. 

Dear SENATOR MAGNUSON: As requested in your letter of March 29, I respect- 
fully submit on behalf of the National Advisory Committee for Aeronautics the 
attached statement recommending changes deemed absolutely necessary in the 
NACA appropriation items presently carried in the independent officers appro- 
priation bill for the fiscal year 1956 reported to the House of Representatives 
March 26, 1955. 

We are frankly alarmed by the implications of the House action. A cut of 
$7,500,000 was made in our operating budget without explanation and an abri- 
trary ten percent cut of $1,800,000 was made in our construction budget. 

The House action will require the operation of new research facilities to be 
curtailed or made contingent upon reducing operations in other vitally important 
facilities. Funds will not be available for urgently needed additional effort in 
certain critical fields of basic aeronautical research. Several construction proj- 
ects will have to be deleted from the authorized construction program. The House 
action is not consistent with the NACA’s increasing responsibilities to the success 
of our military aircraft development program. 

The National Advisory Committee for Aeronantics would appreciate the oppor- 
tunity of a hearing before your committee to present the urgent necessity for the 
changes recommended in the NAC A’s appropriation items as presently carried in 
the House bill. 

Very truly yours, 
Hueu L. Drybden, Director. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


CHANGES RECOMMENDED IN NACA ITEMS IN THE INDEPENDENT OFFICES APPRO- 
PRIATION BILL, 1956 AS REPORTED TO THE HOUSE MARCH 26, 1955 


SALARIES AND EXPENSES 


Page 24, line 8, strike out “$310,000” and insert in lieu thereof “$350,000”. 
Page 24, line 14, strike out “$56,000,000” and insert in lieu thereof “63,500,000”. 


Summary 
I NR i a psn cs eae eels area ou taal abode mga $63, 500, 000 


Reductions by House: 
Reduction in funds requested for full-year operation of 3 unitary 


RE CEN sre ca ct tne eae ae gee eee 1, 650, 000 
Reductions in funds requested for additional effort in critical 

IIs Se IN a sated cic cnc acca nk saci aan ana 5, 850, 000 

SIU CU iia ii ii iets iced lel 7, 500, 000 

Appropriation recommended by House___......-.-....---..----.-_ 56, 000, 000 

pestoration reauested by NACA... 25 7, 500, 000 





i ciples aia wate ceh tceactasea 63, 500, 000 


The NACA requests restoration of the $7,500,000 reduction made by the House 
in the budget estimate for salaries and expenses. 

The budget estimate represents an increase of $11,500,000 over the amount 
available for the current year. Of this increase, $5,650,000 is requested to com- 
plete the staffing and to permit the full-year operation of the three new unitary 
plan tunnels coming into operation during the current fiscal year, and $5,850,000 
is required to permit an acceleration of effort in certain critical fields of research. 
The House action allows only $4 million for the unitary plan tunnels and denies 
all funds for additional research effort. 

During the current fiscal year the NACA is completing the construction of 
the three unitary plan tunnels located at the Langley, Ames, and Lewis Labora- 


Appropriation recommended by NACA 
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tories. These tunnels were authorized in 1949 and $75 million was appropriated 
in 1950 for their construction. The House cut of $1,650,000 will result in cur- 
tailed operation of the new tunnels or will require the NACA to restrict operations 
in several existing facilities. An already minimum program of fundamental 
research will be dangerouslsy reduced. 

The request for $5,850,000 to permit an acceleration of effort in certain critical 
fields of research was included in the President’s budget after a careful review 
of the position of our scientific research programs in light of the recent and sub- 
stantial acceleration in foreign technology. The entire amount of this request 
was deleted by the House without comment. 

Briefly, the important facts are: 

Research needs of our immense air program are critical. Unit costs of research 
projects have increased while unsolved questions before NACA have multiplied. 
Problems created by supersonic flight and atomic energy are also more complex, 
interrelated, and difficult. 

The recent trend toward leveling off the funds appropriated for scientific re- 
search in aeronautics is forcing the NACA to defer basic investigations of great 
potential value. 

The NACA believes the House action to be alarmingly inconsistent with the 
realities of the international situation. By retarding scientific research at this 
time we are risking early obsolescence of the Nation’s Air Forces. 


HOUSE ACTION ON 1956 BUDGET FOR NACA 


NACA BUDGET HOUSE ACTION 
Fe | ™ ‘ 
\ \ 
fo \ OPERATION \\ 
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HOUSE ACTION ON 1956 BUDGET FOR NACA 






8579 
8,500 
NACA 1956 BUDGET 
8149 
en 8,000 J 
‘ 
5 7719 7719 
g APPROVED 1955 Ce ennnnmnnaaoonad) 
SUPPLEMENTAL HOUSE ACTION 
“ 7,500 “ c 
, 
7157 ‘ 
7,000 
— 1956 


CONSTRUCTION AND EQUIPMENT 
Page 24, line 18, strike out “$11,700,000” and insert in lieu thereof “$13,000,000”. 


Summary 
I oi i eet i te ee $13, 000, 000 
Reductions by House: 
Arbitrary 10 percent cut applied against entire program________-__ 1, 300, 000 
Appropriation recommended by House____---_--___---___-- 11, 700, 000 
Restwerehion sequested UP NACA. nk 36 en ck 1, 300, 000 
Appropriation recommended by NACA_-_------------------ 13, 000, 000 


The NACA requests restoration of the 10 percent ($1,300,000) reduction made 
by the House in the NACA’s 1955 construction program. 

The House report contained the following statement: 

“If the NACA will place the projects open for competitive bids and watch con- 
struction costs carefully the entire program should be accomplished within the 
amount provided.” 

The House report reflects a serious misunderstanding of NACA construction 
procedures. NACA contracts are awarded in accordance with Public Law 413, 
the Armed Services Procurement Act of 1947, which establishes competitive bid- 
ding as NACA policy. Negotiated contracts are entered into only under the 
specific exceptions permitted by Public Law 413 and then only when such con- 
tracts are clearly in the public interest. Even when contracts are negotiated it 
is the policy of the NACA to obtain competitive bids whenever possible. 

It is also the policy of the NACA to “watch construction costs carefully” and 
we are proud of our 40-year record. Our projects are designed to provide the 
maximum in technical capabilities within the available funds and we do not 
permit these capabilities. to be compromised by unnecessary frills or inefficient 
methods of construction. Our estimates are minimum estimates reflecting our 
considerable experience in the construction of research facilities. The arbitrary 
10 percent cut by the House will require the deletion of several items from the 
authorized 1956 program. 
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SpecraAL DIGEST OF JUSTIFICATIONS FOR THE NATIONAL ADVISORY COMMITTEE FOR 
AERONAUTICS—ESTIMATES OF APPROPRIATIONS FISCAL YEAR 1956 


GENERAL STATEMENT 
Regular estimates of apropriations for the National Adivsory Committee for 


Aeronautics for the fiseal year 1956 are submitted in the amount of $76,500,000, 
summarized as follows: 





Rte I OIE oo iii ec nee cenansmennneeee $63, 500, 000 
SET RE SOEs ok en ctkieie eiecnkmesncennncnmnsnnaen 13, 000, 000 
a ca ld a a eae rier de tae ta $76, 500, 000 


Responsibilities and objectives 

The National Advisory Committee for Aeronautics is the Government agency 
charged with the responsibility for conducting an adequate program of scientific 
aeronautical research. It was established by the Congress in 1915 to ‘‘supervise 
and direct the scientific study of the problems of flight with a view to their prae- 
tical solution.” 

The work of the NACA is directed toward the overall objective of acquiring the 
new scientific knowledge essential to assure American leadership in aeronautics. 
The immediate objectives of the NACA are to solve, as quickly as facilities and 
personnel permit, the most pressing scientific problems of high-speed flight, and to 
assist the military services and the aircraft industry in the practical application 
of this research information to the design of effective supersonic military air- 
planes and missiles. To the extent permitted by the urgency of these immediate 
objectives, the NACA directs research to other requirements of military aviation 
and to the needs of commercial and private aviation. 

The research of the NACA insures that funds expended by the Government for 
new or improved aircraft result in the procurement of the most effective aircraft 
obtainable. 


Functions 

To discharge its responsibilities, the NACA forecasts the trend of aeronautical 
development, civil and military; anticipates the technical problems that will 
arise; designs and provides the special research facilities needed to solve the 
problems; coordinates the aeronautical research program of the Government; 
conducts scientific investigations in its own laboratories; and encourages and 
supports research in scientific and educational institutions. The results of the 
Committee’s research, in the form of consultations and reports, are made avail- 
able to the military services and other Government establishments, to industry, 
and, to the extent permitted by classification, to scientific and educational 
institutions and libraries and others concerned. 

In carrying out effectively its function of coordinating aeronautical research, 
the NACA is assisted by 4 technical committees and 23 subcommittees whose 
440 members serve as such without compensation. The members of these com- 
mittees are specially qualified technical personnel from Government agencies 
concerned with aviation, from the aircraft and air-transport industries, and from 
scientific and educational institutions. These technical committees act as coor- 
dinating groups, providing effectively for the interchange of information and 
ideas and for the avoidance of duplication. 

Research of the NACA is not considered complete until results are tested by 
sufficient practical application. NACA research does not include the development 
of specific aircraft or equipment. However, because of the unique nature of the 
NACA’s research facilities, the NACA provides technical assistance in the solu- 
tion of the specific problems involved in the development of improved military 
aircraft and equipment. 
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Nature of current problems in aeronautical research 
The NACA research effort may generally be divided into the following 22 fields 
of work or research programs: 


Aerodynamics: Powerplants: 
Fluid mechanics Aircraft fuels 
Stability and control Combustion 
Internal flow Lubrication and wear 
Aircraft propellers Compressors and turbines 
Seaplanes Nuclear powered engines 
Rotary wing aircraft Engine performance and operation 
Aircraft configurations Engine materials 
Aircraft construction : Rocket engines 
Aircraft structures Operating problems: 
Aircraft loads Aircraft operation 
Vibration and flutter Aeronautical meteorology 
Aircraft materials Aircraft fire prevention 


Information on the nature of current problems in each field of work will be 
available at the hearings on these estimates. 


Necessity 

The necessity for NACA research results from its direct relation to the 
national security. 

The factors determining the rate at which the NACA should conduct research 
are at present related almost entirely to the NACA’s responsibility to military 
aviation. The magnitude of the NACA research effort very largely determines 
the quality and success of advanced prototypes of military aircraft. Any attempt 
to keep ahead of foreign military aircraft performance by constructing proto- 
types beyond the range of existing research information would be more costly 
than by first providing adequate research information. 

The NACA at its meeting on July 15, 1954, critically reviewed the position of 
its scientific research programs and concluded that a more intensive effort is 
necessary. Current foreign progress in military aeronautics discloses a sub- 
stantial acceleration in technology. We appear to have a good lead at present 
and can keep it by vigorous attack on research problems already before us to 
insure early exploitation of results in practical applications by the armed services 
and the industry. 

Briefly, the important facts are: 

Research needs of our immense air program are critical. Unit costs of re- 
search projects have increased while unsolved questions before NACA have mul- 
tiplied. Problems created by supersonic flight and atomic energy are also more 
complex, interrelated and difficult. 

The recent trend toward leveling off the funds appropriated for scientific re- 
search in aeronautics is forcing the NACA to defer basic investigations of great 
potential value. 

The Committee believes it to be dangerous to retard scientific research at 
this time and to risk early obsolescense of the Nation’s air forces. We should 
now be stockpiling research results and engineering data as well as strategic 
materials and weapons. 


Summary of fiscal year 1956 estimates 


2» 


Salaries and expenses.—An appropriation of $68,500,000 is requested for sal- 
aries and expenses for the fiscal year 1956. This sum will provide for operation 
of the NACA Headquarters in Washington, D. C.; three major research labora- 
tories at Langley Field, Va.: Moffett Field, Calif.: and Cleveland, Ohio; the 
high-speed flight station at Edwards, Calif.: the pilotless aircraft station at Wal- 
lops Island, Va.; and the coordination offices at Los Angeles, Calif. and the 
Wright-Patterson Air Force Base, Ohio. The plant value of the NACA’s labora- 
tories and stations is approximately $300 million. 

The appropriation requested for the fiscal year 1956 represents an increase of 
$11,500,000 over the amount available for the current year. In summary, 
$5,650,000 of the requested increase is necessary to complete the staffing and 
to permit the full-vear operation of the three new NACA unitary plan wind tun- 
nels, one each at the Langley, Ames, and Lewis Laboratories, and $5,850,000 is 
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required to permit an expansion and acceleration of effort in certain critica! 
fields of research. A summary table of the reauested increases follows: 


Increase required | Increase required | 





| for unitary plan | for expansion of | Total 

tunnels research effort | 

} 
Presets GP inineens on ese ccck 112 748 | 86 
Personal services......----c--cccoccccce--ece----------| $1,865,000, "$3,720,000 "$5, ‘504, 00 
Utility services. ee ae 2, 900, 000 865, 55C 3, 765, 55 
Contractual services, supplies, and ‘equipment ; | "855, 000 1, 195, 4 | 2, 050, 76 
All other needs _- ex ad 30, 000 59, 690 | 89, 69( 
ON oe oe 3 8 eee es 5, 650, 000 5, 850, 000 | il, “500, 00 


The 1956 estimates have been prepared in consideration of the nie sub 
mission of a supplemental estimate in the amount of $300,000 for the fiscal year 


1955. The supplemental funds will permit a substantial saving of time in the 


build-up to the level of effort proposed for the fiscal year 1956 by allowing ar 
increase in staff of 4830 employees to be undertaken during the last quarter of 
the fiscal year 1955. 

A comparison of the fiscal year 1956 estimates with the fiscal year 1955 budget 
is presented on page 12. This is followed by a series of eleven charts indicating 
in graphic form the obligations proposed for the fiscal year 1956. The charts 
include specific numerical data on actual obligations for the fiscal year 1954 and 
estimated obligations for the fiscal years 1955 and 1956. 

Construction and equipment.—To discharge its responsibilities in conducting 
Scientific aeronautical research, the NACA must design and construct at its labo- 
ratories and research stations the special research facilities required for solution 
of the problems of flight. 

Whenever possible, it is the policy of the NACA to meet its requirements for 
new facilities by a continuing program of modernizing existing facilities. This 
policy has been followed in the 1956 estimates which include projects for the 
modernization of two large high-speed tunnels, and improvements to three smaller 
research facilities and to various utility installations. New projects in the 
1956 program include a component research facility for nuclear propulsion and 
two small facilities for aerodynamic heating and dynamic stability testing. 

The cost of the 1956 construction program is estimated at $13,300,000. It is 
proposed that this program be financed in part ($300,000) by the use of reserves 
and savings from currently authorized programs. The balance, $13 million, is 
requested as a new appropriation. Continuing the practice followed for the past 
5 years, a request for the necessary authorizing legislation for the 1956 program 
has been submitted to the Senate and to the House of Representatives in order 
that legislative consideration of the program may proceed concurrently with con- 
sideration by the Appropriation Committees. 

A list of the construction projects proposed for the fiscal year 1956 is pre- 
sented on page 24 followed by a summary of construction and equipment pro- 
grams and by a brief justification for each 1956 project. 
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EstiMATES OF APPROPRIATIONS FiscaL YEAR 1956 


Summary 


























Increase (+) 











Pare F focal year F nel your or decrease 
Salaries and espenses: 
Start of year employment. ------ nee nesmeesee 7, 157 0 Fees eis. 
16 End of year employment........-....-.......-..- 17,719 8 579 +860 
15 PIT III i ha atc temnadod $38, 200, 000. $43, 794, 000 “+$5, 594, 0 000 
23 EEE david ciutnds bibedeenkeandtnadctnadegions 310, 000 350, 000 +40, 000 
23 AP STUNNING 5 oat catwachendcaandanekaucnann 102, 050 110, 000 +7, 950 
23 Rn aie rns cedar eerie 178, 700 180 000 +1, 300 
18 PE I REG conte wencccnencsccnanc=ssen i 5, 034, 450 8, 800, 000 +3, 765, 550 
23 Printing and reproduction. ....-.-...--------.--- 108, 000 108, 000 |-.----- 
20 Other contractual services____-.-.--- pataenessaas 2, 390, 800 2, 812, 000 +421, 200 
21 Supplies and materials---...------------ a 4, 007, 340 5, 000, 000 4992, 2, 660 
22 Equipment....------ DA Ee Pee: 1, 563, 100 2, 200, 000 +636, 900 
23 | Refunds and I 56 ge 8, 000 6,000 —2, 000 
23 | Taxes and assessments- --.-------- as aeseeoaiars 97, 560 140, 000 +42, 440 
| Ia ease ocedaa cae sencinesiuctarweudesn 452, 000, 000 63, 500, 000 +11, 500, 000 
24 | Construction and equipment: . 
26 Langley Laboratory --.---.------ caenuntesee 1, 220, 000 ot | 
26 Ames Laboratory ....-.-.----.--- sais again eietie 349, 000 3 OR GO ic ccccccctanae 
27 ry ee a 5 ono caucus Gaoemeor en 3, 321, 000 8 TOG iss tsa cane wes 
29 I oon acc asnnds ckncaceniacnweenbeaeaeenahl TE Sa cemaccus 
25 Current year savings..--.-------- in ics toil le 110,000 |----.-- ar Be Fa 
25 ty ee ee ee ee —380, 000 —300, ROM rk 
Ds icisatniaprcin iesaticcnresnrincet lt ae 0,000 | _ 13,000,000 | _ +8, 380, 000 
[See ee = 
"FOG, Git SIORIIREIIE, 6c innndadscacsascsneces | 2 56, 620, 000 | 76, 500, 000 ~ +19, 880, 000 
' 
1 Excludes 430 employees being requested in supplemental estimate. 
3 Includes reappropriation of $1,000,000 fiscal year 1954 balance. 
Construction and equipment program 
4 | Estimated 
Project Priority | Location cost 
| 
Component research facility for nuclear propulsion _.._---..--- 1 | CA idccstcmests $4, 850, 000 
High- speed free-flight facility ........---...- i.) ee 635, 000 
Conversion of the 8- by 6-foot propulsion tunnel to transonic 3 | Lewis__..- _..| 2,595, 000 
operation. | 
Air-removal system for the 16-foot transonic tunnel - -- ace 4 | Langley... 3, 275, 000 
Range for aerodynamic heating and dynamic stability testing et ME a cecnicacmnal 230, 000 
luel-storage magazine... | 6; W ae. nila 90, 000 
Data-reduction equipment for the 1- by 3-foot supe rsonic 7 | Ames ae 190, 000 
tunnel. 
Addition to the high-energy fuels laboratory............---.-- a | pee 310, 000 
Modification of the air distribution system _._- | 9 |-- bidet 490, 000 
Construction of additional fuel storage tanks. |} ar ; 145, 000 
Alterations to the propulsion systems NN ~s ene: 11 acai eataaialaanite 195, 000 
Repair of No. 9 altitude exhauster_ x atl 12 | eSNG initct reiteteste 175, 000 
yo a eee eee ="! 13 | Langley-......-.-.. 120, 000 
Total, fiscal year 1956 construction program.._......--- | ‘ere | oi asa pines ded 13, 300, 000 
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Summary of construction 





Construction and equipment program: 
Langley Laboratory ~ 
Ames Laboratory._.-....------ 
LOW TGDOTEtOry...<...<..«<.- 
Wallops Station__---- cieeriepanice 


Current program_._........-- 
Revisions to authorized program: 
Deletion of project. 
Planned ae deferment. 
Savings ----- n2cnecsmeease 
Authorized program ; 
Savings from revisions to authorized progr: im 
Appropriation 


APPROPRIATIONS, 





1956 


and opps ” ograms 


| $9, 595, 000 


| 


een | 
Requested 
| fiscal year 
Fiscal year | Fiscal vear | Fiscal year 1956 
1953 1954 1955 


$7, 388. 290 | $1, 220, 000 | $3, 395, 000 
| 


800, 700 349,000 | 1, 055, 000 

5, 585, 000 10 | 3,321,000 | 8, 760, 000 

Z niqiesmnbiaaadianeaaaae 90, 000 

15, 180,000 | 8, 189, 000 | 4, 890, 000 | 13, "300, 000 

| 

| ee oe 

1, 450, 000 |__- eae ig xo saree 
70, 000 | 190, 000 | “110, 000 | aa 

16, 700, 000 | 689,000 | 5, 000, 000 | 13, 300, 000 

7 |." 450, 000 | —380, 000 —300, 000 

16, 700,000 | 7, 239, 000! 4. 620,000 | 13, 000, 000 


BRIEF JUSTIFICATIONS FOR CONSTRUCTION PROJECTS 


LANGLEY AERONAUTICAL LABORATORY 


Air-removal system for the 16-foot transonic tunnel ($3,275,000) .—The purpose 
of this project is to extend the tunnel’s speed range to include Mach No. 1.2, 


which is the practical lower limit for the laboratory’s supersonic tunnels. 


This 


can be done by providing an air-removal system for the test section of the tunnel, 
a simpler and less expensive method than making extensive changes in the drive 


motors. 


Many aerodynamic characteristics of aircraft become critical in the low 


supersonic speed range, and the use of large-scale models is necessary to permit 
detailed examination of the effects of small changes in aircraft components on 


overall performance. 


The modernization of the 16-foot tunnel will provide a 


research tool of appropriate size and speed range for this increasingly important 


type of investigation. 


Improvement of roads ($120,000).—It is proposed to improve two existing 


roads under this project. 


ently requires excessive maintenance, 


An existing road to the sewage-disposal plant pres- 
and Wind-Tunnel Road, 


overloaded for 


20 years due to transfers of heavy equipment from railroad cars on the adjacent 
track, is badly damaged and must be completely rebuilt. 


AMES 


AERONAUTICAL LABORATORY 


High-speed free-flight facility ($635,000).—There are no existing facilities for 


investigation of aerodynamic heating 


loss of surface materials, and retardation 


of missiles in the speed range from Mach No. 9 to Mach No. 18. Since high-speed 
a research facility designed for such 


missiles have great military potential, 
investigations is urgently needed. 


The proposed facility 


consists of a long 


chamber filled with gas, launching and catching apparatus, and suitable instru- 
mentation to obtain the research data, 


structure. 


all housed in a reinforced concrete 


Range for aerodynamic heating and dynamic stability testing ($230,000) .— 
Present facilities for investigation of aerodynamic heating and dynamic stability 


or aireraft and missiles at speeds between Mach No. 3 and Mach No. 8 


8 are limited 


due to air-temperature conditions which differ widely from those which occur 


in free flight. 


made to the 12-foot tunnel compressors. 
stagnation temperatures and, 


The proposed range consists of a steel-pipe test chamber, a rein- 
forced concrete firing chamber, and an instrument room 


: air connections will be 


It will provide the required stream and 


using scale models, will simulate flight conditions 


to produce accurate research data on heating and stability charcteristics. 


Data-reduction equipment for the 
The 1- by 


1- by 3-foot supersonic tunnel (§190,000).- 
3-foot supersonic tunnel has been utilizing data-reduction equipment 


a for the 14-foot tunnel while that tunnel was shut down for modification. 
Savings in tunnel testing time and in the cost of data reduction of the order of 
on percent have resulted, while the percentage of useful data to all data collected 


has increased about 15 percent. 


It is proposed to obtain similar equipment for 
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the 1- by 3-foot supersonic tunnel, which would permit the facility to handle at 
least one more major research program each year at no increase in operating cost. 


LEWIS FLIGHT PROPULSION LABORATORY 


Component research facility for nuclear propulsion ($4,850,000).—The flight 
range of a chemically fueled airplane is limited by its fuel-carrying capacity. 
The use of nuclear energy offers the possibility of a flight range limited only by 
the mechanical endurance of the airplane and the physical endurance of its crew. 
A number of research problems must be solved to obtain this performance. 
Some of these problems are related to the reactor component itself, and others 
are concerned with the effects of radiation on structural materials, moderators, 
coolants, fuel materials, and aircraft instruments and equipment. In order to 
attack and solve these problems systematically, specialized research apparatus 
housed in buildings designed for the purpose, and located in a suitable area, 
must be provided. Such a facility, including reactor-handling and control equip- 
ment, a shop, offices, water-purification and storage tanks, and appropriate utili- 
ties is covered by this project. The acquisition of approximately 500 acres of 
land is also included. 

Conversion of the 8- by 6-foot propulsion tunnel to transonic operation 
($2,595,000) —The next generation of military airplanes will be capable of flying 
at top speeds near Mach No. 2, but for maximum range will cruise at transonic 
speeds just under Mach No. 1. Their highest efficiency should be obtained at 
subsonic speeds, but they should be able to accelerate rapidly to the supersonic 
speeds. In order to achieve these joint objectives, research on power plant instal- 
lations must be carried on through the entire range of speeds from low transonic 
to Mach No. 2. The 8- by 6-foot propulsion tunnel is presently limited to the range 
from high transonic to Mach No. 2; this project proposes to extend the tunnel’s 
speed to include the entire transonic range. The project also includes the con- 
struction of a return duct for closed-circuit operation (which conserves dryer 
capacity) on noncombustion research. The return duct will greatly increase the 
usefulness of the tunnel. It will permit an increase from an average of 2% 
hours to an average of 8 hours of running time per day on noncombustion re- 
search, which comprises about 70 percent of the tunnel’s operations. 

Addition to the high-energy fuels laboratory ($310,000).—Research on high- 
energy fuels for ramjets and turbojets has indicated the possibility of a real tech- 
nological breakthrough. To exploit this situation, it is proposed to provide for 
full-scale combustion component research as well as small-scale combustion re- 
search at higher altitude conditions. The apparatus proposed consists of 2 
test cells, expansion of the altitude exhaust system, a scrubber and high-capacity 
ventilators to reduce hazards from toxic vapors, and work space for personnel. 

Modification of the air-distribution system ($490,000).—An existing tie line 
connecting the altitude exhaust systems of the propulsion systems laboratory, 
the engine research building, and the altitude wind tunnel has been extremely 
useful for increasing the range of engine operating conditions for full-scale engine 
research. A duplicate tie line is required to make the added capacity of the new 
propulsion systems laboratory exhausters available to the engine research build- 
ing test chambers and to the altitude wind tunnel. This will double the labora- 
tory’s facilities for simulating high-altitude conditions on the larger engines, and 
will increase the operating flexibility when exhausters are down for maintenance 
or repair. 

Construction of additional fuel-storage tanks ($145,000).—The capacity of 
the 2 major fuel systems at the laboratory has been found to be inadequate to 
meet the needs for research on the larger propulsion units. The installation of 
three 125,000-gallon tanks tied in to both systems is required to meet minimum 
needs. 

Alterations to the propulsion systems laboratory shop building ($195,000).— 
Preparation, instrumentation, and repairs to propulsion units and accessories 
under test should be carried on at the research facility where tests were under- 
way, especially when the size of the units is increasing. The present propulsion 
Systems laboratory shop is now too small for this purpose. Experience since 
1951 has shown that the existing propulsion systems laboratory shop is not 
adequate to permit the proper preparation and instrumentation of present day 
test engines. The availability of a larger shop at the test area will also permit 
quick fixes to be made during operating periods and will eliminate costly delays 
resulting from the present practice of having urgent repair work performed in 








12 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


other buildings. The proposed addition will permit such work to be done at the 
site and eliminate delays when test units are changed. 

Repair of No. 9 altitude erhauster ($175,000).—On July 31, 1953, one of the 
four main exhausters in the engine research building failed in operation and 
was wrecked. It is proposed to restore it to operating condition and bring the 
exhaust capacity of the system back to normal. 


PILOTLESS AIRCRAFT STATION 


Fuel-storage magazine ($90,000).—There are two existing magazines for the 
storage of rocket motors and igniters at the Pilotless Aircraft Station. They 
were not designed for the larger rocket motors now in use, and their capacity 
is marginal for current needs. Still larger rocket motors are scheduled for firing 
in the near future, and the existing magazine will be inadequate to comply with 
safety standards. It is proposed to construct a new reinforced concrete magazine 
37 feet wide by 52 feet long to provide the necessary storage facilities. 


GENERAL STATEMENT 


Dr. Honsaxer. I am appearing in my capacity as Chairman of the 
National Advisory Committee for Aeronautic s, and I represent a 
group of 17 men appointed by the President who are responsible for 
the direction of aeronautical research, especially in the fields of aero- 
dynamics, propulsion systems, and aircraft structures. 

The members of this Committee serve without salary or consulting 
fees, but are reimbursed for their travel expenses. They function like 
a board of directors in industry. 

The work is under the immediate control of Dr. Hugh Dryden, our 
Director. 

LEVELING OFF RESEARCH APPROPRIATIONS 


The members of the committee are seriously disturbed by the effects 
of the policy of the past 5 years in leveling off research appropriations 
tor the NACA. This policy y, in our opinion, is working harm to the 
national security. There is ample evidence that the research effort is 
insufficient properly to support the multibillion dollar aircraft and 
missile construction program of this country. 

There are warning signs in certain types of difficulties encountered 
in development projects ; which demonstrate a lack of sufficient knowl- 
edge. There is also evidence of a narrowing lead in the technological 
race with the Soviets. 

At the request of my fellow members I discussed these matters with 
the President, and the President fully supported our proposed budget, 
and Iam asking your committee also to support it in full. 


AMOUNTS REQUFSTED 


The estimates for the fiscal year 1956 amount to $63,500,000 for 
salaries and expenses and $13 million for construction and equipment. 

The amount for salaries and expenses represents an increase of 
$11,500,000 over the amount available for the current year. Of this 
increase, $5,650,000 is requested to complete the stafling and to permit 
the full-year operation of three new unitary plan wind tunnels coming 
into operation now, and $5,850,000 is required to permit an accelera- 
tion of effort in certain critical fields of research. 
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HOUSE ACTION 


The House action allows only $4 million to operate the unitary plan 
tunnels, and denies all funds for additional research etfort, without 
explanation. 

These unitary plan wind tunnels were authorized in 1949 and they 
cost $75 million and are now finished and coming into operation. The 
House cut our funds to operate them which will require a curtailed 
operation or dangerous restriction of operations in other facilities and 

research areas. 

The request for $5,850,000 to permit an acceleration of effort in 
certain critical fields was included in our estimate after a careful re- 
view of the position of our research program in the light of current 
technical problems of the Department of Defense and evidence of sub- 
stantial acceleration in foreign technology. 

Detailed examination of the several technical areas was made by the 
400 members of our 26 subcommittees, who also serve the NACA with- 
out compensation. 


URGENCY IN SOME RESEARCH AREAS 


I do not wish here to advertise to our enemies the areas in which we 
ire deficient, but the urgency that is felt in some of these areas can be 
illustrated by a recommendation from one of our committees, which I 
can read with the critical words left out. 

Resolved, That whereas the importance and urgency of [blank] problems has 
increased, and whereas the lack of information is going to impede immediate air- 
plane development, the Subcommittee on [blank] and the Committee on [blank] 
recommended an increase in effort 2 years ago, and Whereas the resulting in- 
crease in NACA effort of 4.3 to 6.6 percent has not proven sufficient. 

Therefore, the Committee on [blank] concurs with the Subcommittee on 
[blank] in recommending very strongly that a greater percentage cf NACA effort 
must be directed toward problems of [blank]. At least a 50 percent increase is 
believed to be the minimum required. 

These technical experts estimate a minimum additional need of 
$1,700,000 in that area. Doubling and tripling of effort in other areas 
s recommended by competent people. 

In my opinion, the $5,850,000 requested for accelerating research 
effort will enable us to meet only some of the needs. 

I can give as an opinion that a much larger appropriation than re- 
quested will not produce much greater return, because the personnel 
just do not exist. There is a critical shortage of competent people. 
(he most we can expect to do is only a part of the needed effort. 


CONSTRUCTION 


There are several items of construction that have been approved by 
the Armed Services Committees, but the House Appropriations Sub- 
‘ommittee made an arbitrary cut of 10 percent, saying: 

If the NACA will place the projects open for competitive bids and watch con- 
struction costs carefully the entire program should be accomplished within the 
amount provided. 

I cannot honestly accept that statement. We do use competitive 
bids. The estimates are as good as we can make, and have not been 

padded. To cut them by 10 “percent merely forces us to redesign and 
male a less satisfactory project. If the cut stands it will require dele- 
tion of some urgently needed items. 
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Therefore, on behalf of the committee, I request Senate approval 
of the budget as submitted by the President to the Congress. 


REQUEST FOR RESTORATION 


Senator Magnuson. Now, Doctor, your 1955 appropriations were 
$51,240,000. Your budget estimates for 1956 were $63,500,000. The 
House allowed you $56 million which is a plus $4,700,000 over your 
1955 appropriation, but a minus $7,500,000 over your 1956 estimate? 

Dr. Hunsaxker. Yes, sir. 

Senator Magnuson. You are asking for the restoration of the 
$7,500,000? 

Dr. Hunsaxer. Yes, sir. 

Senator Magnuson. Your 1955 appropriation for “Construction and 
equipment” was $4,620,000. Your budget estimate for 1956 was $13 
million. The House allowed you $11,700,000, which is plus $7,080,000 
over 1955 but minus $1,300,000 over the 1956 estimates, and you are 
asking for a restoration there of $1,300,000, making a total of 
$8,800,000. 

Mr. Utmer. That is correct. 


ARBITRARY 10 PERCENT CUT 


Senator Magnuson. IT understand that the House in the case of the 
construction made an arbitrary 10 percent cut. 

Dr. Hunsaker. Without explanation: yes, sir. 

We would like to have that 10 percent restored. 


EFFECT OF HOUSE REDUCTION 


Senator Magnuson. Tell us about the $7,500,000. What would that 
do to your program if it were not put back in? Let us put it in reverse. 
a would it curtail your present program if you did not get the 

500,000? If the Senate stood by the House figure, what would it 
aan 

Dr. Hunsaxer. Of that increase, $1,650,000 is requested to com- 
plete the staffing and to permit full-year operation of the three new 
unitary plan w ind tunnels which have been built at a cost of $75 million. 

Senator Magnuson. Your contention is, as I understand it, that it 
would curtail the fullest utilization and operation of wind tunnels on 
which we have expended money ? 

Dr. Hunsaxer. That iscorrect. 

Senator Macnuson. We would not get the full benefit out of those ? 

Dr. Hunsaxer, If I were not aw fully cooperative I could say “Here 
they are” and “let’s Jet them stand idle, as an eyesore to the people.” 
What we would try to do is to try to run them part time and cut out 
research on airplane safety in another place, and trim things back 
generally. 

Senator Magnuson. The House does not say much in its report on 
your cut of the $7,500,000. They put it in reverse. You have new 
facilities and need this extra amount over 1955 ? 

Dr. Hunsaker. They gave us a full and fair hearing. However, I 
cannot agree with the House report. 
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HOUSE COMMENT 


Senator Magnuson. At page 12 of the House report on construction 
end equipment, they say : 

The estimates provide for construction of 13 different construction projects 
at 3 laboratories and 1 field station at an estimated cost of $13 million and the 
committee has approved $11,700,000 for such purposes. If the NACA will 
place the projects open for competitive bids and watch construction costs care- 
fully, the entire program should be accomplished within the amount provided. 

You have made a statement on that. Do you have competitive 
bidding ? 

Dr. Hunsaxer. Always. 

Mr. Umer. We do. 

Dr. Hunsaxer. This is almost an invitation to pad the estimates 
next year if 10 percent goes off arbitrarily. 

Senator Magnuson. Was there any testimony that you did not have 
competitive bidding ? 

Mr. Utmer. That is the disturbing thing about the House report. 

There was no testimony on it. There seems to be no correlation 
between the testimony and the report on that particular subject. 

Senator Magnuson. Was there testimony on lack of watchfulness in 
construction ? 

Dr. Hunsaxer. There were no questions on that subject. May I 
have something off the record ? 

Senator Magnuson. Yes. 

(Discussion off the record.) 

Senator Magnuson. Senator Flanders ishere. His committee made 
a study ow your activities recently. He visited the laboratory at 
Langley Field and looked at most of your activities and submitted a 
report to this committee and a report that has been made a public 
document. 

Dr. Hunsaxer. We are aware of Senator Flanders’ visit. We are 
complimented at the care with which he investigated things. 

Senator Magnuson. We would be glad to have you ask questions, 
Senator. 


STATEMENT OF HON. RALPH E. FLANDERS, A UNITED STATES 
SENATOR FROM THE STATE OF VERMONT 


VISITS TO NACA INSTALLATIONS 


Senator Fianpers. I am glad to be here, Mr. Chairman. My visit 
to Langley Field was made last year. The visit to the Lewis Labora- 
tory at Cleveland and the Ames Laboratory at Moffet Field, Calif., 
and the High Speed Flight Test Center at Edwards, Calif., that re- 
markable lake bed, was made only 2 or 3 weeks ago. 

My purpose in visiting these installations was due to the fact that 
this National Advisory Committee for Aeronautics Appropriation 
comes up for authorization at the Armed Services Committee, and 
Chairman Russell of the committee agreed that this $55 million plus 
or minus, that we had been appropriating in previous years, and the 
$76,500,000 asked for this year, was a little bit too large a sum to get 
information on just through the ear. So he authorized me to visit 
these places and get a picture through the eye. 











16 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


[ would like to say a word or two about this. I wish that every 
member of this committee could visit these installations because they 
are working on the outer boundaries of knowledge on which the devel- 
opment of flight i in the future depends. You have to start out there. 
You cannot start anywhere short of the place where you have to learn 
new things about the laws of physics and all other natural laws as 
they re late ot the air plane; and to think that we could go any further 
in improvement with our existing scientific research and information 
is Just a piece of very faulty imagination. 

I might mention a half dozen things. This, of course, comes before 
research and design of the plane itself. Without it you cannot have 
any satisfactory plane design. We have to keep out in front. 


FLYING STOVEPIPE 


One of the things that impressed me, for instance, in the Lewis 
Laboratory, which is devoted to engine research, was the ramjet. It 
is incredibly simple and looks ridic ulous. It goes by the nickname of 
the “flying stove pipe”. If you are going fast “enough through the air 
you take in enough air at the front end which, due to the shape of 
the channel, is compressed, then mixed with fuel and fired. It then 
goes out at the rear end, and drives the plane. There are no revolving 
parts, no compressor, no turbine, no anything. 

Now, this exper ee appeals to me because it seems to me that 
they apply to the area in which we have to make our greatest advance 
and make it as fast as possible, and that is in the boundary area 
between the intercontinental missile—which is started off by a rocket 
action—and the pilotless plane which is furnished with fule but no 
pilot, for a long flight. This latter probably makes use of the ramjet 
because it is something that will be destroyed, and the comparative 
simplicity and the real effici ‘iency of the ramjet when it gets high 
enough up into the atmosphere makes it a required instrument. 


WIND TUNNELS 


I was tremendously impressed also by the wind tunnels, both large 
and small. One wind tunnel at Moffett Field is as high as a 10-story 
building and it furnishes high velocity air for full size models. Its 
throat is 40 by 80 feet. Then there are others which take in smaller 
planes, components and models. 

A thing that impressed me was that these tunnels are working all 
the time. Their time is assigned with so much for this project “and 
when that is finished there is so much time for the next project and 
so much for the next. These men, as I say, are working all the time 
on the outer boundaries of the science, so far as it relates to the air- 
plane. 

A question I asked every place I went was this: “What are the Soviet 
scientists doing? Do they have these facilities? Do they have the 
facilities for keeping ahead the way the NACA facilities permit us 
to do?” 

The only answer I could get was this: That while something is 
known of their laboratories, what is better known is the caliber of 
scientists that the Soviet took out of Germany and brought into Rus- 
sia. ‘The known caliber of those scientists is high and it is taken for 








ee ST we 


———” w 


VS = 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 17 


granted that they have been furnished with every facility, that there 
has been no scrimping of appropriations, that they have been given 
all the possible help and also have been fortified with large engineer- 
ing staffs. 

We know something about the comparative numbers of trained en- 
gineers in Russia and here, which is not at all to our credit in com- 
parison. 

PROBLEMS OF RECRUITING SCIENTISTS 


Senator Magnuson. Senator, at that point, Dr. Hunsaker com- 
mented on that and I would like to ask this question: You are having 
considerable trouble, are you not, in getting the type of personnel you 
want ¢ 

Dr. Hunsaker. Yes; always. 

Senator Maenuson. What is the average pay? Is it the same as 
civil service ¢ 

Dr. Hunsaker. We are all civil service except the committee mem- 
bers. 

Senator Magnuson. The scientist has to be under civil service to 
get employment! He does not have to be, but he would be under 
civil service ¢ 

Dr. Hunsaker. There is no other way. 

Senator Magnuson. What kind of leeway do you have? Suppose 
you wanted a certain man for a certain project and he was not on the 
civil-service roll? 

Dr. Hunsaker. He had better get on if he wants the job. 


COMPETITION FROM INDUSTRY 


Senator Magnuson. Suppose he does not want the job. Suppose 
you want him. 

Dr. Huns. age He goes to industry. Our best men we capture 
young, and we train them. We offer them not good pay but a mag- 
nificent opportunity with the best facilities in the world. 

Senator Magnuson. How many of them do you lose after you train 
them ? 

Dr. Hunsaxer. We lose a certain percentage to go to industry or 
universities. Maybe that is a good thing for the country, too. 

Senator Magnuson. Obviously, if he were a competent man, his 
civil service pay would not be comparable to what some industry 
might offer him ? 

Dr. Hunsaker. That may be true for many of our leading research 
men, but some people work for more than pay. 


ATTRITION RATE 


Senator Magnuson. I understand that, but what is your attrition 
rate? 

Dr. Drypen. The turnover among the professional personnel is 
among the smallest of any that I know, even smaller than in some in- 
dustrial concerns. I have not seen the current figure, but it is less than 
2 percent per month overall. 

Senator MaGnuson. I think that is important. I am asking these 
questions because, as some of you men know, I was the author of the 
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science foundation bill, and I think that many of you worked on it, 
too. One of the real justifications in that bill was that we went 
through a 5- to 7-year drought period; and, whereas the Russians and 
other people encouraged thei ‘ir scientists during the wartime period, 
we would snatch them up and bring them into the Army. That is the 
way we worked it. 


SHORTAGE OF BASIC SCIENTISTS 


We have in this country, I think, a tremendous shortage of basic 
scientists. I want the record to show that you are not only doing this 
work, but that, it seems to me, you are also providing a training ground 
fora great number of young basic scientists. 

Dr. [uNsaker. Very much so. 

Senator Magnuson, I did not want to interrupt, Senator Flanders, 
but this is a subject that has been close to me for a long time. 

Senator Franpers. I wish I knew which of the things I saw were 
classified and which were not. I wish I could explain how you can 
take pictures of a model going faster than the fastest projectile, and 
see what it meets with in its air resistance, and other things of that 
sort. These things are on the outer boundary of knowledge and, un- 
less you know about what is going on in the outer boundary, we can- 
not get any further any faster with this whole thing. 

I think that one of the most unfortunate things that T understand 
developed out of the House examination of this was the suggestion 
that the NACA ought to begin to “level off.” 

Now, I think that the NACA is the very thing that ought not to 
begin to level off because we have this tremendous job of keeping 
ahead of the Soviet developments, and no leveling off is in order for 
any foreseeable time in the future. 

* 


RESEARCH DUPLICATION 


y 


Senator Macnuson. I have a question which Senator Hayden and 
the members of the committee know we are always asked, and always 
have to justify on the floor. The question is: What is the duplication 
between the research in the military and the research which you do, 
if any? 

Dr. Hunsaxer. May I answer that, sir? T knew that this question 
was coming. I may have had warning from you. Mr. Quarles, Assist- 
ant Secretary for Research and Development in the Defense Depart- 
ment, is Chief Coordinator for the military services. Admiral Combs, 
Deputy Chief of Naval Operations (Air), is here representing the 
Navy. General Thatcher appears for Lt. Gen. Donald L. Putt, Dep- 
uty Chief of Staff, Development, of the Air Force. General Keirn 
represents the Atomic Energy Commission. 

If you will call on these people you will have the top coordinating 
committee in the world, 

Senator Maanvson. We are constantly asked that question in jus- 
tifying the appropriation. They say “You are giving $60 million. 
We are giving so much to the military. How much of this is 
duplicated 2” 

Let us lead off with the Defense Department. 
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Mr. Quartes. Mr. Chairman, first I should explain that Iam Assist- 
ant Secretary of Defense (Research and Development) and also a 
member of the NACA, and that both the Air Force and the Navy 
have memberships on NACA. So, in the very first instance, we sit 
together as a means of coordinating our program. 

Senator Macnvson. In other words, the NACA was set up for this 
purpose. I think the intent of the or iginal act was to make it a coordi- 
nating body and to do away with the right hand not knowing what 
the left hand was doing. 

Mr. Quartes. E} xactly. In this area of aeronautics and propulsion, 
we in the Defense Departme nt and in the three military departments, 
look to the NACA to perform the basic research and basic develop- 
ment in this field, and in our own research and development work we 
pick up where they leave off. 

As Senator Flanders has said, the NACA pushes the frontiers out 
for us and we then pick up the new scientific knowledge that they 
develop and apply it by development contracts to new airplanes, new 
guided missiles, new propulsion systems for both airplanes and guided 
missiles. 

The coordination is all the way through the structure, We have 
many Department of Defense and miliary department members on 
the technical committees of he NACA that guide their programs, 

Senator Macnuson. You have civilian member s, too? 

Mr. Quartes. We have civilian members, as well, and, conversely, 
we in the Department of Defense have our civilian advisory com- 
mittees. 

Dr. Dryden, for example, is a member of our Technical Advisory 
Committee on Aeronautics. He brings directly to our programs the 
top advice from the National Advisory Committee for Aeronautics. 

I should say that the programs in this field are well coordinated. 
There is not an attempt on the part of the Department of Defense to 
duplicate the fundamental work that is done in NACA. We avail our- 
selves in great measure of the facilities which they have for their re- 
search purposes, although it is also true that we have tried to get. our 
evaluation problems out of their way in as many of their facilities as 
possible, to leave them free for research work which they should prop- 
erly be doing. 


EXAMPLE OF RESEARCH COORDINATION 


Senator Magnuson. Suppose then in a naval research laboratory, 
for example, someone was working on a project and your group was 
also working on a similar project. It might be that this might occur. 
Suppose th: at they were showing a little more progress than you were 
showing. You might give way to them to go ahead and you would give 
them the results of your information—is that the way you work? 

Mr. Quarters. Yes, sir. 

Senator Magnuson. Or vice versa? 

Mr. Quarters. Exactly. Generally speaking, our own laboratories in 
the Defense Department do their fundamental work to the extent that 
they have fundamental work, in areas other than the aeronautics and 
propulsion research that is carried on in the National Advisory Com- 
mittee. 
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Senator Magnuson. There could be some occasional duplication in 
the beginning, until you have all your information together, but it 
would not be serious? 

Mr. Quakes. That is right. In fundamental work it does not bother 
us too much if two people separately discover something new and 
separately explore it for a time. 

Senator Magnuson. One may come up with a different answer than 
the other, in the end, and you have to evaluate it then. 

Mr, Quarters. Exactly; and the important thing then, as we see it, 
is to have a mechanism by which each will know what the other is 
doing and proceed in the knowledge of what the other is doing. 

Senator Magnuson. Let me ask you another question: How did it 
happen, if you have civilian people on this Board, that this TACAN 
controversy occurred ? 

Mr. Quartes. Let me absolve NACA from that controversy. This 
is in the field of navigational aids, in which they do not work. 

Senator Macnuson. You do not participate in that? 

Mr. Quaries. The NACA does not. I am here in a sense in two 
capacities. Iam really and primarily in the Department of Defense, 
and, of course, we do participate in it; but the National Advisory 
Committee for Aeronautics stays out of this electronic navigational 
field. 

Senator Magnuson. What about the Navy? Is it the same story? 

Admiral Comps. It is the same story. 

I am Vice Admiral Combs, Deputy Chief of Naval Operations for 
Air. 

Several years ago as Chief of the Bureau of Aeronautics I was a 
member, and now in my present capacity I have again become a mem- 
ber. I have been associated with NACA for the last. 25 years. They 
have been of inestimable value to us in the military in reaching the 
state of progress which we have accomplished. They are also of great 
value to usin our many problems that we have. 

For instance, we may have a contractor who says that he can pro- 
duce for us a plane of a certain speed. We want verification of that. 
We goto NACA and, through a system of models in their wind tunnels. 
they verify whether that plane can make that speed or make those 
different characteristics good. That, of course, protects the taxpayers’ 
money. 

MANUFACTURERS’ REPRESENTATIVES ON BOARD 


Senator Magnuson. Are there manufacturers’ representatives on 
the Board? 

Admiral Comrs. Some of them are, but not all, by any means. 

Senator Maanuson. There is a turnover, is there? 

Admiral Comps. Yes. 

Dr. Hunsaxer. The President has appointed the chief engineers of 
three leading aeronautical companies. 

Admiral Comes. The difficulty of assessing the productivity of 
NACA in terms of tangible things, is very real. We in the military. 
depend on them, and we know their work. I believe, speaking for the 
Navy that we must continue to support NACA. 

Senator Flanders has said that they must not be allowed to level off. 
They must continue to reach out into the unknown, to give us the best 
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planes we can have, and also keep us ahead of our potential enemies. 
There is just no doubt about that from our standpoint. 

For the Navy, Mr. Chairman, I strongly urge that this budget on 
NACA which they have requested, be supported by this committee. 


PREPARED STATEMENTS 


Senator Macnuson. I might say that in all these cases, the state- 
ments that you gentlemen have can be put in the record in full. I do 
not think that you need read them all. 

Your statement may be made part of the record, Admiral Combs. 

(The statement referred to follows :) 


STATEMENT BY VICE ADM. THOMAs. S. Combs, UNITED STATES Navy 


Mr. Chairman, I am Vice Adm. Thomas S. Combs. I have recently assumed 
my duties in the Navy Department as Deputy Chief of Naval Operations (Air), 
and, in this capacity, I am not only a member of the National Advisory Com- 
mittee for Aeronautics but am also directly concerned with its productivity. 
While I have been associated, in varying degrees with the functions and pro- 
grams of the NACA for a good many years, I was particularly familiar with 
NACA activities, and also, a member, during my tour here as Chief of the Bureau 
of Aeronautics during 1951 and 1952. As you will recall, it was during those 
years that the Navy embarked on a large program of aircraft development and 
procurement in order to replace, as rapidly as possible, our obsolete inventory of 
World War II aircraft. The assistance rendered by the NACA during this period 
was most valuable, and contributed in a large measure to the rapid strides the 
services have made, and are continuing to make, in obtaining high performance 
jet aircraft. 

I appreciate the difficulty of assessing the productivity of NACA in terms of 
hardware or other tangible material. However, as is the case in all research 
and development activities, the quality and performance of the end item, in this 
ease aircraft, will vary directly with the amount of support provided the research 
activity. For this reason, I believe we must continue to support the NACA at a 
high level if we are to maintain our technological lead in aircraft. 

We have had our share of problems, in the past years, with aircraft procure- 
ment. All of these problems have been related, in some fashion or other, with 
the developmental aspects of the aircraft models in question. I feel quite safe in 
saying that we would have had many more developmental troubles, and would 
not have solved our difficulties as rapidly as we have, without the research sery- 
ices of the NACA. Furthermore, when we consider the size of the aviation 
budget, it seems only prudent and sound to provide for a fully adequate research 
and testing facility, such as the NACA. It is unquestionably good insurance. 

For the Navy, Mr. Chairman, I strongly urge that the budget that NACA has 
requested be supported. 

Senator MaGnuson. Your statements, Dr. Hunsaker, and Mr. 
Quarles, may be inserted in the record. 

(The statements referred to follow :) 


STATEMENT By THE ASSISTANT SECRETARY OF DEFENSE (R. AND D.) DONALD A. 
QUARLES ON THE COORDINATION BETWEEN THE NACA AND DEPARTMENT OF 
DEFENSE 


1, INTRODUCTION 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
appear before you to explain the relations between research and development 
programs of the Department of Defense and the NACA. I shall confine my com- 
ments to the overall relationships and mechanisms for achieving coordination, 
since I am sure that Dr. Dryden can provide you with any specific information 
you may desire on the NACA program. 











22 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


2. RELATIONSHIP AND COORDINATION BETWEEN DOD AND NACA 


The Department of Defense research and development program in the fields of 
aircraft and guided missiles is related to and to a large extent dependent on the 
programs being conducted by NACA. The NACA is responsible for basic re- 
search in the fields of aerodynamics and propulsion. It is their function to con- 
duct the exploratory work required to extend the frontiers of knowledge in these 
important fields which are among the most vital to our defense. It is the func- 
tion of the Department of Defense research and development programs in these 
areas to apply the fruits of basic research from NACA and all other sources to 
the design of specific military weapons. Accordingly, we utilize much of the out- 
put of their research program in applications to military aircraft and guided 
missile designs. : 

We have in operation effective mechanisms for achieving Coordination. I am 
a member of the NACA and both the Air Force and Navy also have membership, 
hence we are in a position to examine the overall program. We also have repre- 
sentatives on many of the technical panels on NACA and the NACA has repre- 
sentatives sitting with the coordinating committees and serving on the technical 
advisory panels which comprise the major elements of my organization. Dr. 
Dryden is a member of my Coordinating Committee on Aeronautical Research 
and Development Facilities and my Technical Adivsory Panel or Aeronautics. 
Through this cross-membership, we are able to assure good coordination between 
our programs. 


3. DOD USE OF NACA ON SPECIAL PROBLEMS 


In fulfilling its responsibility for basic research in the fields of aerodynamics 
and propulsion, NACA has built up an exceptionally competent staff of highly 
specialized personnel. This technical team plus the excellent and, in some cases, 
unique facilities which they operate provide a priceless national asset upon which 
the DOD can draw for assistance if required. Accordingly, the DOD frequently 
capitalizes on this by requesting NACA assistance on special problems of a de- 
velopmental nature on which they are uniquely competent. Weare careful, how- 
ever, to keep such requests within reasonable bounds so as not to seriously inter- 
fere with NACA’s basic function. 


STATEMENT BY Dr. J. C. HUNSAKER, CHAIRMAN, NATIONAL ADVISORY 
COMMITTEE FOR AERONAUTICS 


I appear before you in my capacity as Chairman of the National Advisory 
Committee for Aeronautics, representing the group of 17 men appointed by the 
President who are responsible for the supervision and direction of aeronautical 
research, especially in the fields of aerodynamics, propulsion systems, and air- 
craft structures. Members of the Committee do not receive any salary or con- 
sulting fee from the NACA; their expenses in attending meetings are reimbursed. 
They function in the same manner as a board of directors in industry to determine 
policy and exercise general supervision. 

The members of the Committee are seriously disturbed by the effects of the 
policy of the past 5 years in leveling off research appropriations for NACA. 
This policy is working harm to the national security. There is ample evidence 
that the research effort of NACA is insufficient properly to support the multi- 
billion dollar aircraft and missile construction program of this country. There 
are warning signs in certain types of difficulties encountered in development 
projects which demonstrate a lack of sufficient research knowledge. There is 
also evidence of a narrowing lead in the technological race with the U. 8. S. R. 

At the request of my fellow members I discussed these matters with the 
President and presented our views as to the budget for 1956. The President 
fully supported the proposed budget, and I am asking that you also support it in 
full. 

The estimates of appropriations for NACA for the fiscal year 1956 amount 
to $63,500,000 for salaries and expenses and $13 million for construction and 
equipment. 

The amount for salaries and expenses represents an increase of $11,500,000 
over the amount available for the current year. Of this increase $5,650,000 is 
requested to complete the staffing and to permit the full-year operation of the 
three new unitary plan tunnels coming into operation during the current fiscal 
year, and $5,850,000 is required to permit an acceleration of effort in certain 
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critical fields of research. The House action allows only $4 million for the 
unitary plan tunnels and denies all funds for additional research effort without 
explanation. 

The unitary plan wind tunnels were authorized in 1949 and $75 million was 
appropriated in 1950 for their construction. They are now coming into opera- 
tion during this fiscal year. The House cut of $1,650,000 will result in curtailed 
operation or require dangerous restriction of operations in other facilities and 
research areas, 

The request for $5,850,000 to permit an acceleration of effort in certain critical 
fields was included after a careful review of the position of our scientific-re- 
search programs in the light of current needs of the Department of Defense and 
substantial acceleration in foreign technology. Detailed examination of the 
several technical areas was made by the 400 members of our 26 subcommittees 
who also serve the NACA without compensation. I do not wish to advertise to 
our enemies areas in which deficiencies are indicated but the urgency felt may 
be illustrated by a recent recommendation which reads as follows: 

“Resolved, That whereas the importance and urgency of— problems has 
increased, and whereas the lack of information is going to impede immediate 
airplane development, and whereas the Subcommittee on———and the Commit- 
tee on———recommended an increase in effort 2 years ago, and whereas the 
resulting increase in NACA effort from 4.8 to 6.6 percent has not proven suffi- 
cient, therefore, the Committee on———concurs with the Subcommittee on———— 
in recommending very strongly that a greater percentage of NACA effort must 
be directed toward problems of————. At least a 50 percent increase is believed 
to be the minimum required.” 

These technical experts estimate a minimum need of $1,700,000 in this one 
area. In other areas doubling and tripling of effort is recommended. In my 
opinion the $5,850,000 requested for accelerating research effort will enable us 
to meet some of the most urgent needs. 

The several items in the construction and equipment appropriation have been 
approved by the House and Senate Armed Services Committees and by the House 
Appropriations Committee. However the House made an arbitrary cut of 10 
percent, stating that “If the NACA will place the projects open for competitive 
bids and watch construction costs carefully the entire program should be ac- 
complished within the amount provided.” The NACA does use competitive bids 
and is proud of its 40-year record in watching construction costs. The House 
eut, if it stands, will require deletion of several urgently needed items from 
the authorized 1956 program to stay within the appropriated funds. 

The NACA earnestly requests Senate approval of the budget as submitted to 
the Congress to permit it to do the basic research required to insure the quality 
of our military aircraft. Our work is coordinated with and supported by the 
research and development groups of the Air Force, Navy, and Department of 
Defense. 





BENEFITS OF NACA TO AIR FORCE 


Senator Maanuson. We will hear from the Air Force, General 
Thatcher. 

General Trarcner. I am Major General Thatcher, Acting Deputy 
Chief of Development for the Air Force. 

Tam not a member of the NACA. 

Senator Maanuson. You are appearing for General Putt ? 

General THatrcuer. General Putt is a member of the NACA. 

Senator Magnuson. You are familiar with this work ? 

General Tratcner. I am very familiar with it: ves, sir. We can- 
not defend the items here line by line, but we can speak in most lauda- 
tory manner entirely as to the NACA’s function and how they bene- 
fit the Air Force. 

There is no duplication that I know of in regard to their basic 
research and, without their basic research, we would not_be in a posi- 
tion to expend the funds which are appropriated for our own aircraft 
development. Without the benefit of NACA’s work, we could not 
do so. 
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Senator Magnuson. In this case you have a so-called quasi-govern- 
mental agency to go to for your basic research. If this did not exist 
in its best capacity, you would have to then actually farm out your 
research problems ? 

General THatcuer. Yes 
farm them out. 

Senator Magnuson. You would have to go to a private engineer- 
ing laboratory of some sort or farm out your problems, possibly even 

calling for bids? 

General Tuatcuer. Which would bea very expensive way to do it. 

Without considering the expense angle, I would say that the com- 
petence angle is the most important. These NACA people are com- 
petent and almost inviolate in their answers. They provide us a basic 
knowledge to allow us to know how to use our development money, 
and the Air Force supports this NACA estimate in the strongest 
words we can use. 

Senator Magnuson. We will hear from the Atomic Energy Com- 
mission, General D. J. Keirn. 





‘e is no such agency to which to 


COOPERATION WITH ATOMIC ENERGY COMMISSION 


General Kerry. I am Brig. Gen. D. J. Keirn. I am the Chief of 
the Office of Aircraft Nuclear Propulsion. 

As the Chief of that Office I am Chief of the Aircraft Reactor 
Branch in the Division of Reactor Development in the Atomic Energy 
Commission. 

The work that the NACA does in the field of aircraft propulsion 
is of great importance to us in the aircraft nuclear propulsion program. 
Their work is coordinated through me and through the members of 
my Office. They are assisting in the work on the aircraft nuclear 
propulsion program and assisting the Atomic Energy Commission in 
the development and in research on aircraft reactors. 

Senator Macnuson. As far as your experience with them is con- 
cerned, there is no duplication ? 

General Keren. There is no duplication. All the work is co- 
ordinated through members of my Office. We work closely with 
NACA on all of the activities in this field. 

Senator Maanuson. By that you mean, of course, that there may 
be some occasional duplication which might be helpful in many cases, 
but that, generally speaking, it is not true ? 

General Keren. That is correct. 

(Discussion off the record.) 

Senator Maenuson. You say that one of the very important items 
that has been asked to be cut is an item that you think is vitally neces- 
sary in the laboratory improvement? 

Dr. Hunsaker. That is right. 

Senator Magnuson. Does anyone else here have a statement? 

Dr. Hunsaxer. I think that covers the question of how this research 
is coordinated. 

Senator Magnuson. Senator Flanders, this is only a committee 
print. With your permission, we would like to print in our record your 
findings on this matter. 

Senator Fianpers. I am sure that Chairman Russell would be glad 
to have that done. 
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I mentioned one thing that I thought might possibly be classified. 
This whole thing has been cleared, I understand. I see that it is de- 
scribed here in some detail. 


RESEARCH ON SUPERSONIC SPEED 


They wanted to find out about the effect in the air of projectiles or 
planes at supersonic speed. They have a small tunnel with the air 
going through in one direction at terrific velocity. Then they take 
the model of the projectile or plane and fire it out of a gun in the 
opposite direction. That brings the relative speed down low enough 
so that photographs can be taken of the interference. That is far 
beyond the sound barrier. 

I think that is one of the most ingenious things that I saw, firing a 
model into an airstream which is itself going at supersonic speed, but 
it slows it down enough so that they can take pictures of it and analyze 
the effect of that velocity in the air. 


RESEARCH REPORT 


Senator Maenuson. We would like to have the result of your study 
made available. 
(The report referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
April 27, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations Bill, 
Committee on Appropriations, 
United States Senate, Washington, D.C. 


My Dear Senator: At the request of the chairman of the Committee on Armed 
Services, Senator Russell, I visited three of the installations of the National 
Advisory Committee for Aeronautics during the Easter recess of the Senate. 
I had previously visited the laboratory at Langley Feld, Va., and am now able 
to encompass in one report all of the activities of the NACA. 

A copy of this report is enclosed. 

I hope that the information contained in this summary of the NACA research 
programs and methods of operation will be helpful to you and your Appropria- 
tions Subcommittee in considering the request for funds for the operation of 
the NACA during the coming fiscal year. 

Sincerely, 
RALPH E. FLANpeERs, U.S. 8S. 


REPORT BY SENATOR RALPH BE. FLANDERS TO COMMITTEE ON 
ARMED SERVICES, UNITED STATES SENATE, 84TH CONGRESS, 1ST 
SESSION, ON VISIT TO THE FACILITIES OF THE NATIONAL AD- 
VISORY COMMITTEE FOR AERONAUTICS 


Lewis Fight Propulsion Laboratory, Cleveland, Ohio 
Ames Aeronautical Laboratory, Moffett Field, Calif. 
High Speed Flight Test Center, Edwards AFB, Muroe, Calif. 
Langley Aeronautical Laboratory, Langley Field, Va. 


April 8 to April 13, 1955 
I. INTRODUCTION 


The National Advisory Committee for Aeronautics is an independent executive 
agency operated entirely on Government funds. 

Since 1942 funds for the NACA have averaged over $50 million per annum. 
The amount for fiscal year 1955 was $55,620,000, and the sum requested for fiscal 
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year 1956 is $76.5 million, the largest budget since 1950, when an appropriation 
of $75 million for the construction of the unitary wind tunnel system brought the 
total appropriation for that year to $128 million. 

Congressional jurisdiction over the NACA lies with the Committee on Armed 
Services, but the NACA appears before this committee for approval of construc- 
tion funds only. The Appropriations Committee, or a designated subcommittee 
thereof, passes upon funds for the other expenses of the NACA. 

While a considerable amount of information is given these committees in 
hearings, it is often difficult to visualize exactly what the funds requested are 
spent for and the exact nature and value of the work performed. Senator 
Flanders discussed this problem with Senator Richard B. Russell, chairman of 
the Committee on Armed Services, and as a result was requested by Senator 
Russell to visit the installations of the NACA to obtain firsthand information 
concerning its activities. 

Senator Flanders, an ex officio member of the Armed Services Subcommittee 
of the Appropriations Committee and a member of the Committee on Armed 
Services, had previously visited the NACA Laboratory at Langley Field, Va., and 
decided to visit the three other NACA facilities during the Easter recess of the 
Senate. 


II. Tue NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


The NACA is a governmental research organization. In the three fields of 
aerodynamics, powerplants, and aircraft structures, the NACA is the main source 
of aeronautical research information in this country. The Committee which 
directs its operations is composed of 17 distinguished men of scientific back- 
ground appointed by the President. The present Committee is: 

Jerome C. Hunsaker, Se. D., Massachusetts Institute of Technology, Chairman 
Detley W. Bronk, Ph. D., president, Rockefeller Institute for Medical Research, 

Vice Chairman 
Joseph P. Adams, LL.D., member, Civil Aeronautics Board 
Allen V. Astin, Ph. D., Director, National Bureau of Standards 
Preston R. Bassett, M. A., president, Sperry Gyroscope Co., Ine. 

Leonard Carmichael, Ph. D., Secretary, Smithsonian Institution 

Ralph S. Damon, D. Eng., president, Trans-World Airlines, Inc. 

James I. Doolittle, Se. D., vice president, Shell Oil Co. 

Lloyd Harrison, rear admiral, United States Navy, Deputy and Assistant Chief 
of the Bureau of Aeronautics 

Ronald M. Hazen. B. S., director of engineering, Allison division, General Motors 

Corp. 

Thomas S. Combs, vice admiral, United States Navy, Deputy Chief of Naval 

Operations (Air) 

Donald L. Putt, lieutenant general, United States Air Force 
Donald A. Quarles, D. Eng., Assistant Secretary of Defense (Research and 

Development) 

Arthur E. Raymond, Se. D., vice president—engineering, Douglas Aircraft Co., 

Ine. 

Francis W. Reichelderfer, Se. D., Chief, United States Weather Bureau 
Nathan F. Twining, general, United States Air Force, Chief of Staff 
Vacaney—Civil Aeronautics Authority 

The NACA was created by act of Congress in 1915—‘“for the supervision and 
direction of the scientific study of the problems of flight with a view to their 
practical solution.” 

It now functions primarily as a research organization, which, with the extreme- 
ly wide representation on its Committees of all branches of Government and 
industry, acts as an informal coordinator of all the aeronautical research being 
performed in this country. 

In addition to the presidentially appointed main Committee, there are four 
technical committees composed of outstanding personnel from Government, 
industry, and educational institutions. These are the Committee on Aerody- 
namics, the Committee on Power Plants for Aircraft, the Committee on Aircraft 
Construction, and the Committee on Operating Problems. 

One of the members of the main Committee serves as the chairman of each 
technical committee. 

These technical committees advise the main Committee of the NACA on prob- 
lems in their fields and suggest research problems to be undertaken. 
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Each of the four technical committees is assisted by 4 to 8 subcommittees, 
which are composed of still more representatives of all segments of the aviation 
industry, the military services, and other Government agencies. 

The committees include a large number of persons connected with educational 
institutions and research foundations. Through dissemination of the informa- 
tion gathered by the NACA, and by the exchange of information among the mem- 
bers of the many committees, duplicate research programs are avoided (for the 
full membership of the technical committees and subcommittees, which is over 
400 people, see the Annual Report of the NACA, 1954). 

It is to be emphasized that none of the members of these committees receives 
any salary from the NACA except the few, of course, who represent the NACA 
at the working level on the committees. 

By this donation of their time to NACA, the members of the main Commit- 
tee and technical committees and subcommittees give invaluable service to the 
Government and provide a means for the coordination, at a high level, of the 
aeronautical research work being performed by schools and universities, the 
Army, Navy, and Air Force, engine, airframe, and aircraft components parts 
manufacturers, and by the civilian airlines. 

Final authority for research projects is given by the main Committee, and the 
work is carried out by the civilian employees of the NACA, under the direction 
of Dr. Hugh L. Dryden, at five installations. 

About 7,500 persons are employed by the NACA. Approximately half are 
engineers and scientists, and about 40 percent are trades and crafts people. 
The remaining S to 10 percent are administrative personnel. The NACA is 
plagued by an engineer shortage, and reports a handicap in not being able to 
pay its personnel as well as private industry. 

Distribution of research information prepared by the NACA is accomplished 
by 1 of 3 methods: 

Publication of the information in a research memorandum (usually classified). 

By the holding of technical conferences of persons concerned with particular 
projects, and 

Through project consultations, which tend to bring together those most con- 
cerned with a particular problem in industry and the military. 

Specifie research projects are often performed at the request of the Air Force 
or other service and for private manufacturers, if for an aircraft being built 
for the military. As much as 50 percent of the time of wind-tunnel operations 
is spent on work specifically requested by the services. 

In addition to its regular program of research, which is basie research designed 
to further aeronautical science generally, the NACA is often called upon to 
assist in the solving of specific problems pertaining to a particular type of air- 
craft which arise after the plane is in production. 


III. Tue UNiIraAry WIND-TUNNEL PLAN 


As the speed of aircraft increased during the postwar period, it became appar- 
ent that much more basic knowledge of aerodynamics and propulsion systems 
would have to be gathered in order to design aircraft and engines which could 
operate at these very high speeds. Perhaps more important, it was necessary to 
learn a great deal more so that planes could be designed which could fly effi- 
ciently not only at subsonic, but at transonic and supersonic speeds. 

At these speeds the problems are more difficult because one set of design laws 
applies at subsonic speed, another at supersonic, and none at all in the transonic 
range. In fact, the turbulence and other aerodynamic phenomena which occur 
in the transonic range—about Mach 0.8 to Mach 1.2—cannot be determined solely 
by theoretical calculations and require actual, experiment. , 

To accomplish the necessary research in these fields became a problem of the 
first importance to the NACA, the Air Force, airframe and aircraft engine manu- 
facturers, and rocket and guided-missile research organizations and manufac- 
turers. 

For each of these groups to have attempted construction and operation of 
separate wind-tunnel facilities would have been tremendously and unreasonably 
expensive. 

Therefore, as far back as 1946, work began on plans for a wind-tunnel system 
that would provide information for all groups concerned—a unified wind-tunnel 
—s From this approach came the name the unitary wind-tunnel plan. That 

each agency could not construct its own duplic atory facilities is shown by the 


jae that the first estimate of the cost for even a unified wind-tunnel system was 
Well in excess of $2 billien. 
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Eventually the cost of the plan was reduced to $600 million to be appropriated 
over a 5-year period, and was presented to the Congress as a joint military-NACA 
program. 

In 1950 the NACA received $75 million for commencement of construction of 
6 large tunnels. The Air Force and the Navy also are constructing facilities 
which play a large part in the unified wind-tunnel plan. 

The tunnels being constructed at NACA facilities under this first appropriation 
are: 

1. A 10-foot supersonic tunnel for engine work at the Lewis Ilight Pro- 
pulsion Laboratory. 

2. An 8-foot, 3-part, transonic, low supersonic, and supersonie tunnel for 
aerodynamic work at the Ames Aeronautical Laboratory. 

3. A 4-foot tunnel for aerodynamic studies at Langley Aeronautica! 
Laboratory. 

Private industry, in addition to the military, will receive benefit from investi- 
gations made with these facilities for its use in the design of military arcraft, 
rockets, and guided missiles. In addition, through payment of fees of approxi- 
mately $1,000 an hour, industry can “rent” the facility for use on particular 
problems and retain proprietary rights on the information gained for use on 
civilian aircraft. 

These tunnels are now being completed and will come into operation shortly. 

The NACA has requested, during fiscal year 1956, $5,650,000 to complete the 
staffing and to permit the full-year operation of these tunnels. 

In view of the great need for the information to be gained from these tunnels 
and of the large investment already incurred, it appears that any reduction of 
this amount would delay the advance of our basic knowledge and reduce an 
already restricted program of research to, perhaps, a dangerously low level. 


IV. THe Lewis FricHTr PROPULSION LABORATORY 


Director: Dr. Edward R, Sharp 


The Lewis propulsion lab, located in an area adjoining the airport at Cleveland, 
Ohio, is, as its name indicates, primarily concerned with research into methods 
of propulsion: air-breathing engines—the turbojets and ramjets—rocket engines, 
and nuclear propulsion for aircraft. 

Involved in these studies are many subjects of research which must be corre- 
lated—liquid and metallic fuel sources, metal and alloys, ceramics, structures, 
coolants, interrelation of major engine parts, and fuselage configuration, to men- 
tion a few. The fact that a laboratory engaged in propulsion methods must deal 
with such things as fuselage configuration serves to illustrate the fact that now 
all aircraft research must be very closely coordinated; it has become absolutely 
necessary that the persons engaged in aircraft research, in no matter how widely 
differing fields, must keep in constant close communication. To explain in more 
detail, fuselage configuration is studied at Lewis primarily because of airflow 
problems involved in advancing the power of jet engines. If the engine is mounted 
with the airscoops flush with sides of the fuselage, the boundary layer of air— 
a thin film of air clinging to the metal skin, and flowing only at low speeds— 
interferes with the smooth flow of high-speed air into the intake. One method 
now widely used is to place the entrance of the scoop a small distance from the 
fuselage, streamlining the connection, so that the boundary layer of slow-moving 
air is “b'ed off’ from the engine opening, leaving the engine’s mouth an unob- 
structed bite at the air. 

This is just one example of many thousands of the overlapping nature of 
modern aircraft research. 

3ut the main effort of the Lewis lab, of course, is directed to the betterment 
of propulsion systems. To accomplish this, the laboratory is equipped with 
wind tunnels, test cells, altitude tanks, a fuels and lubricants laboratory, and 
much accessory equipment. 

Since it is a great deal cheaper to construct small models or partial sections of 
the engine, and to conduct experiments with these models, methods have been 
devised to simulate conditions in small tunnels so that the results will correspond 
to those which would be found in testing with full-scale aircraft engines or other 
aerodynamic bodies. To accomplish altitude simulation, vacuum pumps are nec- 
essary to lower the pressure and compressors to raise it, with water coolers to 
cool the exhaust. 
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Many of the wind tunnels and servicing equipment are interconnected so that 
the total resources may be applied to a particular test facility when needed. 
Since full-scale engines in operation are also tested, air must be supplied to the 
engine at the conditions existing at very high altitudes. Lewis has facilities 
which can supply this air at temperatures from —70° to 600° F.; pressures from 
2 to 450 pounds per square inch can be applied, and exhaust outlets enabling 
simulation of operation at 60,000 feet of altitude. 

There are 6 small wind tunnels for aerodynamic research on models of propul- 
sion systems, 5 of which can be used in ramjet research, with wind flow at speeds 
from Mach 1.85 to 7.0. There is an 8- by 6-foot wind tunnel for the testing of 
full-scale engines at speeds from Mach 1.5 to 2.0. Some of the problems studied 
with the use of these tunnels are the best methods of providing ramjet propul- 
sion, the flame blowout at high speeds, the problem of supersonic inlets, and the 
drag of engine installations. There is also a facility for research on the problem 
of icing. 

In the engine research building at Lewis, which contains nearly 100 research 
laboratories and test cells enabing simulation of highly varying flight conditions. 
research is conducted on compressors, compressor and turbine blading, combus- 
tion chambers, turbines, after-burners, fuel-injection systems and controls, after- 
burner fuel systems, flame holders, and variable area exhaust nozzles. 

One of the most important areas of research going on concerns the problem of 
the heating of the turbine blades. Since the thrust of the engine depends upon 
the amount of heat generated in the combustion chamber, the turbine blades, 
which are revolved by this constant blast of extremely hot gases, must be able 
to withstand those temperatures for long periods of time, and in fact, the dura- 
bility of the turbine blades is one of the major limiting factors on the amount of 
thrust output for which jet engines can be designed. 

All manner of experimentation is being conducted to overcome this limitation, 
which must be solved by one of two ways; either cooling the blades or building 
the blades so that they will stand up under higher temperatures. All turbine 
blades of jet aircraft now in production are of solid metal, but the NACA is test- 
ing blades filled with tubes on the insode for the circulation of coolants, blades 
made in shell form with various types of corrugated metal as interior support, 
blades made of heavy, porous wire mesh, and porous sintered blades, made by 
pressing together powdered metal, that is, blades constructed so that rT may 
be cooled by a film coolant flowing on the exterior surfaces. 

In connection with this work are facilities for testing the turbine atedie in 
actual operation. Engines with turbine blades of experimental design are instru- 
mented and placed in test facilities which permit actual operation of the engine 
under variable conditions so that the performance may be measured and com- 
pared. 

A machine shop of unusual nature is necessary at Lewis, since research of this 
nature is not done with standard production items, and the small-lot requirements 
do not permit this work to be contracted for economically. 

Another limitation on the speed and performance of jet engines is the present 
weight and efficiency of the compressor. In its study of compressors, the Lewis 
lab designs and constructs experimental compressor blades of various configura- 
tions and materials such as plastic-impregnated fiberglass. After installation 
of the compressor in an engine and instrumentation, the engine is operated in 
a combustion chamber where one factor at a time may be changed, all others 
remaining constant; such as the amount and speed of air supplied, the angle at 
which it enters the compressor, the type of fuel and controls used, ete. 

The jet-engine surge and stall problem at high altitudes and under varying 
flying conditions has recently become very important, and information on which 
to rely in the design of lighter and more efficient and dependable compressors 
must come from the Lewis lab. 

Again, the experimental compressor blades must be made at Lewis, since the 
requirements are for only a few blades at a time and in shapes not ordinarily 
lanufactured. 

The design of transonic compressor blades is heing emphasized, since the use 
of this type of blade promises compressors with fewer stages—a smaller number 
of rows of blades—with higher total compression. 

An acute problem arises in the. actual construction of the experimental blades 
on the basis of a theoretical design; the quantities required are too few for 
commercial production, and excessive calculations are required to translate the 


_ design into a blueprint for hand machining. Yet the speed of research on com- 
| pressors is limited to the quickness with which the blade can be made and tested ; 
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it is very important that the new designs be made quickly, tested, modified, and 
i still newer designs cut and tested. 



















































As a result, the Lewis lab has gone into automation, and has enjoyed solid a 
i success with an electronically directed and controlled compressor blade-cutting r 
{ machine. tl 
Research on compressors is advancing in an encouraging manner; new knowl- 
edge will enable our aircraft to operate to supersonic speeds at very high altitudes m 
with compressors able to deliver substantinlly more air to the engine than present 
designs without an increase in engine weight. n 
Another interesting area of research is the stresses caused in the combustion N 
chambers or “cans” by heat and pressure. At very high temperatures standard fe 
combustion chambers buckle, and the NACA is looking into the field of ceramic n 
coatings and the possibilities of cooling the chambers. n 
The work on increasing the efficiency of the engines so that maximum energy fs 
is obtained from the fuels has progressed so satisfactorily that practically 100 al 
percent combustion efficiency has been reached, and this over a great range of e 
speed and altitude. rl 
Most of the propellant work is being done at Lewis on liquid propellants, but fi 
all manner of fuels are being studied in an effort to get the most energy from 0] 
the least weight and in this connection certain of the lighter elements are being 
experimented with. ta 
For instance, work is being done with these materials in the form of wires, Ww 
powders, briquettes, and slurries. A high degree of success has been attained ID 
which cannot be discussed here because of its classified nature. Simultaneous ol 
injection of water into the engine inlet cools the air, increases the volume of the gi 
output of gases by turning to steam, and so further increases the thrust. 
A great deal of work is being done with the ram-jet engine by the NACA, and 
work on this type of propulsion has advanced much further and has become much 
more practical than the general public realizes. The ram-jet engine is essentially 
a hollow type formed in such a way that, at high speeds, the air is compressed ol 
by the shape of the mouth of the engine alone, heated by the burning of fuel, and I 
expanded, which results in thrust. The ram-jet is inoperative or inefficient if in 
its use is attempted at below the speed of sound, but at higher speeds the great Y 
saving in weight and the nature of the construction makes the engine a great deal ai 
more efficient. Also, manufacturing costs are considerably less. The NACA W 
has g number of altitude tanks in which full-scale ram-jet engines can be in- a 
stalled, instrumented, and operated at simulated conditions of great altitude and re 
speed. These tanks are equipped to force a flow of air into the ram-jet engine tr 
at speeds in the vicinity of three times the speed of sound. The fact that research W: 
has progressed to the point that there are now a number of ram-jet powered of 
guided missiles well into the development stage indicates the past success and m 
present importance of research in this field. aN 


The NACA has had considerable success in a different field, that of crash fires, 
a hazard which at one time was the principal cause of aircraft fatalities. A lis 
number of surplus, unrepairable C-—82’s were equipped to attain high speeds on th 
a ground track, then crashed into various types of obstacles. Instrumentation of hi 
the aircraft plus color photography revealed a large number of fire sources, such cr 
as static electricity and the hot exhausts of these propeller-driven planes. The mn 
research was concentrated along two lines: ignition sources and the routes yM 
which spilled fuel followed. After a thorough study of fuel sources and ignition In 
sources, the NACA has devised inerting systems to cool the hot areas of the ai 
aircraft with water, eliminate the sources of electrical sparks, and automatically 
pump CO, into the engine when the aircraft crashes. su 

The wind tunnel at the Lewis lab which is part of the new unitary system is m 
a 10- by 10-foot supersonic tunnel, with air speeds variable from Mach 2 to 3.5. ce 
Extremely high altitudes well in excess of those now flown can be simulated. To Ty 
give some idea of the difficulties which must be taken into account in simulation | |S 
of flight on the ground, it is pointed out that an object traveling at very high |) | 
speeds, even in the rarefied upper air, is subject to surface temperatures from 
friction. Yet the air in a wind tunnel moved at these high speeds cools from 


expansion and it is necessary to preheat the air to very high temperatures in th 
order to more closely simulate actual experience. ya 
The 10 by 10-foot tunnel at Lewis is equipped with a movable test section fly 


which drops to a level below the tunnel itself for unobstructed installation, | ‘!" 
instrumentation and servicing of the models in the tunnel. This tunnel hasa very ~ 
interesting construction, in that the speed of the air is varied by a movable throat 
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constructed of two extremely long sheets of thick stainless steel placed vertically 
as the walls of the tunnel. These sheets of stainless steel are moved by long 
rows of coordinated hydraulic jacks to vary the width and configuration of the 
tunnel throat, which varies the speed of the air moving around the model. 

A huge compressor, similar to the compressors used in aircraft, provides 1.3 
million cubic feet of air per minute. 

The word “instrumentation” has been used a number of times, it will have been 
noted, and it is as well to point out that the type of research conducted by the 
NACA depends upon accurate measurement of “what’s going on,” for the per- 
formance of the experiments is of no value unless there are accurate measure- 
ments. These run into the thousands upon thousands, and great banks of 
manometers and other measuring devices are to be found in nearly all the test 
facilities. Unusual methods of photographing the results have been developed, 
and, as a byproduct of aeronautical research, systems of measurement. and of 
electronic computing have been devised which produce the test data during the 
running of the test. One significant development is the use of a small “tank” 
fitted with pulsating diaphragms transmitting the pressure changes in the engine 
or model into highly accurate electronic measurement signals. 

The results can be fed directly into the special electronic computers, taped, and 
taken off the tape by automatic typewriter. Or, the electronic computer can 
work directly from the tape. Both methods are used as a means of cross check- 
ing. The nature of this advance can be appreciated by comparison with the 
older method of manual transcription of thousands of figures from standard test 
gages. 

V. Tue LANGLEY AERONAUTICAL LABORATORY 


Director: Dr. Henry J. E. Reid 


The Langley Aeronautical Laboratory at Langley Field, Va., is the NACA’s 
oldest, largest, and most diversified research center. Its staff is composed of ap- 
proximately 3,000 persons, including scientists, laboratory technicians, model- 
makers, machinists, mechanics, computers, and other supporting staff. Research 
began at Langley in 1918 and now includes all aspects of aerodynamics, work in 
aireraft structures, hydrodynamics, and rotary-wind aircraft. It now has 20 
wind tunnels of many types—subsonic, transonic, supersonic, and hypersonic— 
a structures research facility, a hydrodynamic testing basin, and other unusual 
research facilities. It was at Langley that a difficult scientific problem of 
transonie flow previously considered “impossible” was solved. This achievement 
was the design, development, and operation of a transonic wind tunnel capable 
of operating below, at, and slightly above the speed of sound. For the develop- 
ment of the “ventilated throat,” making this possible, Langley scientists were 
awarded the Collier Trophy for 1951. 

Since the development of the first tranonic tunnel at Langley, other tunnels 
have been modified and new facilities constructed to incorporate the features of 
this new test section. By use of the transonic tunnel at Langley, researchers 
have obtained a better understanding of the causes of the extremely large in- 
creases in drag of conventional aircraft as they reached the speed of sound. The 
new-found information has made possible large decreases in drag and made 
possible increases in the high-speed performance of our most modern aircraft. 
Increases of more than 100 miles and hour have been added to several military 
aireraft after they were in production. 

Supersonic facilities have been in use at Langley for many years. A 9-inch 
supersonic tunnel was put into operation late in 1941. This tunnel provided 
much of the background of experience that went into the design of the Langley 
4-foot supersonic pressure tunnel completed in 1948, which is capable of testing 
models to twice the speed of sound. A new 4-foot supersonic wind tunnel which 
is part of the unitary wind tunnel plan is capable of speeds of about Mach 5. 
This tunnel is just coming into operation and is expected to make important con- 
tributions to many advanced airplanes and missile designs. 

Another wind tunnel, a 19-foot one, is to be converted for use on problems in 
the transonie range, and will be equipped for flexible mounting of the dynami- 
cally sealed models. This permits test results more closely related to actual 
flying conditions, and will be of special value in the study of wing and fuselage 
flutter at high speeds. The laboratory at Langley also conducts flutter “check- 
outs” on every military aircraft going into production. 

The Pilotless Aircraft Research Stations at Wallops Island, Va., which is a 
subdivision of the Langley Laboratory, began operation in July 1945. It is a 
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firing range where highly instrumented models of airplanes and missiles art 
tested. Here scale models of airplanes explored problems encountered in passing 
through the speed of sound 2 years prior to the first successful flight of a manned 
aircraft to these speeds. The rocket-model technique now has been extended to 
investigate problems of supersonic and hypersonic flight to speeds in excess of 
7,000 miles per hour. Particular attention is given in the research program to 
problems that will be encountered by intercontinental ballistic missiles. 

Another example of the type of work accomplished at the Wallops Island sta 
tion is the study of airplane response when hit by a large gust of wind, such as 
that resulting from a nuclear explosion. TNT is exploded on Wallops Island 
for tests of this nature. 

sangley research in the field of aircraft construction is largely concerned with 
the complex problems introduced by very high-speed flight. When an aircraft 
cruises in the atmosphere at a speed of about 2% times that of sound, the sur- 
face temperature of the airplane rises to almost 400° F. in a few minutes. If 
the aircraft accelerated to a speed of about 3 times the speed of sound, heat 
caused by friction of the air would be generated at a rate sufficient to melt a ton 
of ice per minute. A sustained speed of 4 times the speed of sound or about 2,700 
miles per hour would increase the surface temperature to 1,000° F. When it is 
recognized that the speeds to be achieved by long-range intercontinental missiles 
will exceed 6,600 miles per hour, it can be appreciated that unless handled by 
some new scientific means, the temperatures reached will be enough to melt any 
presently known materials. These tremendous problems must be overcome to 
preserve the missile structures from disintegration. It is necessary to attack 
such a problem both aerodynamically, with the view to reducing the temperatures 
to be experienced, and also structurally, by developing means to withstand these 
very high temperatures. At the Langley Laboratory, studies are being made of 
the rates and manner in which aerodynamic heating flows through the skin of 
missile and aircraft structures when flying at high speeds. To accomplish this 
work, it has been necessary to devise new research techniques which would 
enable precise reproduction on the ground of the manner in which these phenom- 
ena occur. This work involves not only the more obvious effects of aerodynamic 
beating, but also the structural deflections or distortions which occur when the 
structure is subjected to very rapid heating and when certain parts of the struc- 
ture undergo rapid changes in temperature. Temperature distributions in the 
structure become uneven, causing thermal stresses and buckling which change 
the structural stiffness and result in a destructive action called flutter. 

Other means are used to study the problems of aerodynamic heating. Banks 
of heat-producing devices consisting of huge heaters, which are primarily car- 
bon rods together with special lamps, simulate conditions found in high-speed 
flight, and aerodynamie structures can be heated in this manner for additional 
research. 

Another of Langley’s varied activities is the study of the dreaded tailspin. 
In the Langley free-spinning tunnel, models which are accurately scaled both 
dynamically and geometrically can be made to spin freely by remote control 
without endangering an actual airplane and pilot. Spinning characteristics are 
predicted from the behavior of the model and techniques to insure safe recovery 
are developed. Over the past 20 years, most American fighter planes have been 
tested there, and as a result many airplanes which would have had dangerous 
spinning characteristics have been modified to provide safer operation. 

The Langley scientists are also concerned about the necessity for increasing 
the length of airport runways as a consequence of the increases in flight speeds 
being achieved by new airplane designs. Their studies have quickened interest 
in the possibilities of designing aircraft which will possess both the vertically 
rising capabilities of the helicopter and the high speeds of conventional air- 
planes. Many hours are being spent in flying small models of remotely con- 
trolled aircraft which are designed to produce direct lift for hovering flight. 
One of the most serious problems inherent in the concept of a vertically rising 
airplane is that of providing adequate stability and control during hovering 
flight and in transition to forward flight. The laboratory has advanced some 
interesting and promising ideas for dealing with these problems. 

The Langley Laboratory has been actively engaged in studying seaplane prob 
lems since 1931. In recent years the development of flying-boat hulls appeared 
to have been carried almost to a practical limit. A recent revolutionary develop- 
ment at the Langley Laboratory, however, promises great improvement in sea- 
plane design and utility. The development of the hydroski principle may release 
the flving boat from its speed handicap caused by the large hull required. 
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Langley research on hydroskis has important military significance and may make 
any smooth body of water, snow, or even wet sod, a potential landing field for 
fast jet planes. Airplanes equipped with hydroskis possess the aerodynamically 
clean lines of land planes by elimination of the floating hull. 

Full-scale research is performed at Langley through flight investigations of 
airplanes and by studies in the full-scale wind tunnel, which has a 30- by 60-foot 
test section. In this tunnel studies are made of boundary-layer control to in- 
crease the lift of wings of high-speed airplanes during takeoff and landing. The 
research information which has been gained in recent years through these studies 
makes application of boundary-layer control devices to both military and com- 
mercial airplanes now appear practical. 

Here also in the full-scale tunnel, rotors for helicopters are tested. This work, 
which has to be done at large scale, has done much to advance our knowledge of 
the very complicated motions of helicopter blades in flight. 

The new problem of fatigue in fast, high-flying aircraft, which received such 
great publicity in connection with the failures of the British Comets, is being 
investigated at Langley. Pressurized cylinders, simulating fuselages, with vary- 
ing skin stiffnesses and reinforcing members, are used to determine the cause of 
fatigue failures with resulting explosions of the fuselage. Full-scale tests are 
also conducted on several types of aircraft with varying loads applied in order to 
accurately determine the different types of failures. 


VI. THe AMES AERONAUTICAL LABORATORY 


Director: Dr. Smith J. DeFrance 


The Ames Laboratory is located on Moffett Field, a naval air station, a short 
distance south of San Francisco. The laboratory is concerned primarily with 
aerodynamics—the performance of the air as it flows past aerodynamic surfaces, 
which means that most of the research is done with airframes or parts of the air- 
frame, and that a large number of different types of wind tunnels and subsidiary 
equipment are reauired. 

The largest wind tunnel in the world is located at Ames; the test section meas- 
ures 40 feet by 80 feet, and actual aircraft are mounted for subsonic aerodynamic 
studies. If at first it might be thought that the study of aerodynamics at “low” 
speeds has become of second-rate importance, it can be quickly put in proper per- 
spective by the realization that even the fastest plane must fly at subsonic speeds 
at takeoff and landings, and that radical wing shapes suitable for very high 
speeds must also develop sufficient lift so that the craft can take off and land in 
a reasonable space and at practicl speeds. It has been determined that no wing 
can be designed to be efficient at all three ranges of speed, and that designs must 
be compromises, probably sweptback or triangular forms, which will provide ac- 
ceptable performance at subsonic, transonic, and supersonic speeds. Thin stubby 
wings with extremely low ratios of thickness to length, suitable for supersonic 
flight, will obviously not provide sufficient lift for maneuvering or landing or 
takeoffs in the space allowed by conventional airstrips runways. 

On the other hand, thick, right-angle wings will not give the performance at 
high speeds and simply cannot cut through the air at high speeds. 

All manner of other problems are involved and must be made a part of the 
research program. For example, at high speeds air tends to become “soft” at 
the juncture of the wing to the fuselage, the “root,” and this soft air will creep 
along the winds to the end, making the tips of the wing lose lift and the plane 
nose down. 

Another area which is receiving a great deal of attention is the attempt to 
control the boundary layer of the air about the upper surface of the wing, 
so as to retain lift. If the speed of the air moving over the wing forces the cur- 
rent of air up and away from the wing, considerable lift is lost. Various experi- 
ments are being made to solve this problem, and the primary interest given 
aerodynamic studies at Ames is devoted to the study of lift and drag to improve 
the stability and control of present configurations of aircraft in the speed range 
below Mach 3.5. 

In the 40- by 80-foot tunnel, for instance, at the time of the visit, a T-83 was 
mounted in the throat, being instrumented and readied for boundary layer con- 
trol experiments—attempts to keep the air flowing smoothly over the wing. To 
accomplish this, a number of porous metals—small stainless-steel spheres pres- 
sured into sheets of metal—had been installed on the leading and trailing edges of 
the wing. Equipment is installed in the aircraft, using very low horsepower, 
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which by means of a vacuum pump is operated to suck air into the body of the 
aircraft itself, bending the fast-moving air about the wing by “bleeding off” the 
slow-moving air adhering to the lift surfaces. The NACA has been able to raise 
substantially the lift coefficient of the aircraft it has worked with, enabling 
landing speeds of as much as 40 percent lower by use of this process. The 
vacuum pump is operated from the jet engine. 

Another important facility at Ames is the 12-foot pressure wind tunnel, which 
“an operate with pressures of up to 6 atmospheres. By thus increasing the pres- 
Sure, models can be used with the results the same as if full-scale aircraft were. 
This pressure also enables the tunnel to be used for supersonic experimentation. 

Perhaps the most interesting work being done at Ames is in the field of bal- 
listic missiles. 

Progress in this area is encouraging. 

Some of the equipment used is quite unique, as indeed it would have to be—a 
high velocity artillery shell travels at approximately Mach 2.5, yet speeds well in 
excess of Mach 10 must be attained if research is to go forward in this area. 

To accomplish work along this line, the NACA has devised a method of firing 
free-flight ballistic missiles into a stream of air, thus getting the combined speed 
of the missile and the air. This has several advantages: firing a missile with 
enough energy to reach these extremely high speeds would create stresses and 
strains on the missile of tremendous proportions—up to several hundred thou- 
sand G’s—and firing into the high stream of air reduces the speed at which the 
missile must be fired. Also, firing into the wind creates a lower pressure, en- 
abling a higher Mach number at a lower actual speed in miles per hour. 

The models used for these firings are small enough to be held easily in the hand, 
and are encased in plastic cylinders to give them ballistic qualities. This plastic 
form, called a sabot, falls away from the missile after firing, leaving a missile 
aerodynamically unhampered. 

At great speeds such as this method attains, the measurement of the speed, 
heat, and turbulence brought about is obviously quite difficult, and electronically 
controlled cameras, by use of mirrors and actuators resulting from the passage of 
the missile, have been developed which can measure with incredible accuracy. 
Even though only short distances are involved, the time elapsed in the travel of 
light rays must be included in the calculations. 

The missiles are of many different aerodynamic shapes, with different con- 
figurations of fins, and so forth. The present facility is being lengthened so that 
it will enable the study of the dynamie characteristics of an aircraft, for which 
this arrangement is suitable since it is a free-flight facility. It is also being 
used in studying the gyroscopic coupling effect—a phenomena which can tear a 
plane apart in the air following a quick roll at high speeds. 

The speeds attained in this firing tunnel are obviously high enough to create 
substantial heat levels on the missile. This thermal barrier appears to be the 
next great obstacle to attaining very high speeds, and information for applica- 
tion both to aircraft and to the very long-range missiles which heat upon re- 
entry into the atmosphere is resulting from the tests being made at Ames. 

There is an NACA hangar facility at the Ames Laboratory adjacent to the 
naval airfield, and a number of different aircraft are used for experimentation in 
many different fields. 

Modern fighters are equipped with various types of boundary layer control fea- 
tures, either the porous metal strips discussed earlier or outlets from which 
wind is blown over the trailing edges in order to bend the high-speed air close 
to the wing. In this case, the air pressure is taken from the engine thrust, and 
the problem is to obtain sufficient power to bend the air over the wing without 
detracting from the power of the aircraft. These systems, incidentally, are 
turned on and off by the pilot. 

The advantages of this boundary layer control are that it will lower the land- 
ing and takeoff speeds of aircraft, or increase the gross load, and enable a super- 
sonie aircraft, with its high-wing loadings, small wings, and high gross weight 
to also have sufficient lift for operation at subsonic speeds. 

Other work, of course, is also being carried on, for instance the study of the 
stability characteristics of older type aircraft. Ingenious methods have been 
devised whereby one airplane can be instrumented in such a fashion that it will 
have the characteristics of a differently designed airframe; the engineer test 
pilot tests the plane, records the actions, and the settings can then be changed 
and the plane flown again, this time having the characteristics of still another 
design. This saves the necessity of building a whole airplane just to test changes 
in design of the airframe. 
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Obviously, these are just a few of the various types of projects carried on, and 
security requirements limit a discussion of the progress which the NACA is 
making. Mention should be made, however, of the electronic target simulator 
which has been developed for use in connection with rocket firings; this equip- 
ment eliminates the necessity for an actual target aircraft, with the resultant 
use of time and fuel and other expense. 

The portion of the unitary wind-tunnel system being built at Ames consists of 
three separate facilities generally operating from the same power system. There 
is an 11-foot test section which will operate at transonic speeds—Mach .7 to 
Mach 1.5—and two supersonic tunnels, covering the range from about Mach 1.4 
to Mach 3.5. 

These tunnels have movable throats, consisting of a curved “floor” which, by 
moving forward and backward, changes the angle of the air and the amount of 
compression and expansion, enabling the tunnels to simulate changing speeds. 
The angle of attack of the model can also be changed while the tunnels are 
operating. 

To provide air for these tunnels are a transonic compressor and a compressor 
for supersonic speeds; these compressors have a combined requirement of 216,000 
horsepower for operation. Ames Laboratory, as do the others, do a great deal 
of research at night to take advantage of the lower power rates available during 
off-peak hours. 

There is also at Ames a 6 foot by 6 foot supersonic tunnel being modified to 
include the transonic range. This tunnel also will have a movable curved throat 
and the NACA-developed ventilated throat which permits steady acceleration 
through the transoniec speed range. This tunnel is also a variable density tunnel, 
enabling accurate research to be made with the use of models. In tunnels of 
this nature, provision must be made to dry the air so as to prevent condensation 
with resultant shock waves in the nozzle. 

Much of the request for funds for 1956 for the Ames Laboratory is for the 
construction and modifications of the facilities mentioned, and for proper staffing 
and operation expenses. For fullest use of the facilities and to more closely 
simulate actual conditions, subsidiary equipment is necessary as is “data reduc- 
tion equipment’—electronic computers—which are also being requested. Ames, 
as do the others, has a substantial requirement and use for this equipment to 
quickly and accurately arrive at the results of the tests. 


VII. Tue Hicu Speep Fiicut Test FActLity 


Chief: Mr. Walter P. Williams 


This NACA facility is located at Edwards Air Force Base in California, which 
has one of the longest runways in the world, at the edge of a huge, level, dry 
lakebed providing an extremely large area for emergency landings. 

The equipment at this station is primarily high-speed aircraft. While, in the 
laboratory, conditions can be isolated and studied with a precision which is ex- 
tremely valuable, it is only in flight itself that all the problems can be brought 
together and studied as a whole. Also, problems related to loads, dynamics, and 
operations can best be attacked by flight tests, and there is the further advan- 
tage that test results can be applied directly to full-scale aircraft, without the 
corrections sometimes necessary with information obtained from wind tunnel 
models. 

Perhaps equally important is the actual demonstration of the things theo- 
retically determined to be possible in the laboratory. 

To carry out this work the NACA has obtained a number of custombuilt and 
highly instrumented aircraft. These were obtained through the military services 
and all the work at this facility is carried out in close cooperation with the 
services and the civilian aircraft builders, who have shops and representatives 
at Edwards Air Force Base. 

The first of these planes obtained was the rocket-powered X-—1, which flew 
faster than the speed of sound in October of 1947. Other rocket-powered aircraft 
used are the D-558-II Skyrocket, clocked in 1953 at 1,327 miles per hour, and 
the X—1-A, which has flown faster than 1,600 miles per hour. An even faster 
plane, the X-2, is on order. 

Specifically designed turbojet aircraft are also used. There is the X-5, a 
variable-wing configuration with a heavy pivot at the center of the wing where 
the wing joins the fuselage for exploration of the practicalities of this type of 
construction—the wings are moved closer to the fuselage to cut drag at high 
speeds—and to study various aerodynamic results. 
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Also used are the D-—558-I and the swept wing, X-4, plus the needle-nosed, 
twin-Jet X-3. 

These research aircraft are not prototypes of future planes, although obviously 
many of the design features which prove successful will be copied, but research 
vehicles used to gather data for use by the entire aviation industry and the 
military in future design. 

The study of the stability and control of these planes at the speeds they attain 
is emphasized, and the airloads imposed on the wings, tail, and fuselage dur 
ing maneuvers are also of prime importance. Again, exact measurement is neces- 
sary, and a typical test may require that a plane be fitted with up to 200 strain 
gages and perhaps 400 pressure orifices. The readings from these instruments 
are recorded automatically, but the value of the flight tests is enhanced because 
the test pilots of the NACA are graduate engineers or scientists as well as highly 
trained fliers. About 7 such men are with the NACA at this facility. 

A great deal of work is also done with more conventional aircraft. The 
delta-wing XF-92A, designed as an experimental jet fighter, is used, in addition 
to the F—100, F—102, and the B47. 

Perhaps a record amount of instrumentation is installed in the B-47 used 
by the NACA. This long-range bomber is built with a high degree of flexibility, 
and the relatively new area of aeroelasticity is undergoing intensive study by 
the NACA. Not only do the wings of the B-47 move in an up and down motion, 
but they twist and curl during flight. Ingenious devices mounted along the lead- 
ing edges of the wings automatically transmit data which enable automatic 
recording of the exact amount of movement while in flight. Stress gages record 
the stresses on the structure of the plane. 

While most of the instrument work for the aircraft flown at the high-speed 
flight station is prepared at Langley or Ames Laboratories, an instrument calibra- 
tion facility and maintenance shop is necessary in addition to the hangar and 
office spaced provided. 

It is interesting to observe at this facility that a simple arrangement of the 
area permits manufacturers’ representatives and other non-Government per- 
sonnel to visit the offices of the NACA without passing through restricted areas, 
thus avoiding unnecessary security clearance work. 


VIII. ConcLusIons 


It is generally recognized that the battle for supremacy—indeed, perhaps for 
survival—is now being fought in the laboratory. If it is further granted that 
the strength of our airpower, the nature of the atomic weapons it can deliver and 
the protection it can provide, have acted as a deterrent to further war, then 
the extreme importance of the National Advisory Committee for Aeronautics 
must also be granted. For there is not an airplane flying in this country today— 
certainly not a military one—the design of which does not depend to some degree 
upon the scientific investigations of the NACA. To assess the value of the work 
of the NACA, assess the performance of our present aircraft. 

Continued research is absolutely necessary to the advancement of our air- 
power, and, when performed by the NACA, it is done for the benefit of all mili- 
tary services and available, at least eventually, to the entire aviation industry. 

Research of the type accomplished by the NACA is relatively cheap, and cer- 
tainly it is very inexpensive in relation to funds spent for development, which 
require tremendous sums for the construction of the actual prototype planes, 
missiles and rockets. The entire budget for a year’s operation of the NACA- 
fiscal year 1956—is $76,500,000, including the cost of new construction and funds 
for a reactor to study nuclear propulsion for aircraft. 

The military spends only about one-fifth of this sum for research in the fields 
of aerodynamics, powerplants and aircraft structures, yet billions on -levelop- 
ment costs and many more billions on production costs. Yet all of these pyramid- 
ing costs depend upon our rapid accumulation of basic scientific knowledge. If 
these investigations are delayed, the development costs become more expensive 
completely out of proportion ot research costs. 

Yet aircraft manufacturers are already building experiments as production 
models, and these aircraft are of designs very close to the limits of our basic 
scientific knowledge. 


A seemingly infinite number of investigations must take place before the de- | 


signer can bring together research data and adapt and select and compromise to 
bring forth an aircraft of specified performance. The legislator without a scien- 
tific or aeronautical background and who has not had the opportunity to visit 
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facilities of the nature described in this report simply does not—cannot—realize 
the amazing amount of work and time, with the fantistic amount of measure- 
ments and calculations, that must be made to gain new data. The measurement 
of pressures, weights, temperatures, strains and stresses, the peculiarities of air- 
flow at various speeds, the durability of metals and the power which can be 
obtained from various fuels are areas which offer tremendous fields for explora- 
tion, and require thousands of exacting experiments, measurements and calcu- 
lations, not to mention the verification and coordination of the information and 
the necessity of consideration of the aircraft as a whole, before data can be 
reliably presented for use by the designer. 

The NACA, like any Government agency, has a fixed amount of money to spend 
each year. But in the case of the NACA when some Government service has to be 
eliminated due to limitations of funds, it is a question of which research pro- 
grams are the least vital. The NACA is not able to do as much research as it 
would like to do, nor as much as the military and private aviation would like to 
see it do. But the distinguished group of unpaid citizens comprising the main 
committee of the NACA, together with the Bureau of the Budget and the Presi- 
dent, have agreed upon for the coming fiscal year a somewhat expanded program 
utilizing the new facilities coming into operation, and the judgment of these men 
is worthy of confidence. 

It is strongly recommended that in the entire amount of the funds requested 
for another successful year’s operation of the NACA be approved by the Con- 


eress. 


RESTORATION OF HOUSE CUT 


Senator Magnuson. Senator Robertson, part of this is in your State. 
Do you have any comments ¢ 

Senator Rosertson. I am very much interested. I am sorry that I 
had to attend first a meeting on funds for the Army. 

I want to see if I correctly understand what is before us here. Is 
this correct ? 

We had a budget estimate of this activity. ‘The House cut it 
$8,800,000 ? 

Senator Maanuson. Yes. The total cut was that amount. $7,500,- 
000 was for salaries and expenses, and $1,300,000 for new construction. 

Senator Roserrson. These witnesses have appeared before us today 
asking for the complete restoration of the House cut ? 

Senator MaGnuson. That is correct. 

Senator Rorerrson. They ask to bring it back to the budget esti- 
iiate. Now, do I understand that all the witnesses are agreed that it 
is highly essential that this cut in its entirety be restored, or is there 
any difference of opinion on that ? 

Dr. Drypen. The Department of Defense supports the restoration 
of the cut, sir. 

Senator Magnuson. As I understand, the components of the De- 
partment of Defense, the Atomic Energy Commission, and the com- 
mittee itself, which is a voluntary committee, support the restoration. 

Further, I understand that the $7,500,000 cut would handicap the 
full utilization of construction work on which we have already spent 
a lot of money. 

Senator Rosertson. This subcommittee handles so many budgets 
that it is impossible for the members to remember them, when we mark 
up the bill. It is always helpful when we mark up the bill to have a 
concise statement in the side slip about any restoration, a definite con- 
densed statement concerning the necessity for it. 

Senator Magnuson. I am sure that Mr. Cooper will see that that 
is put in. 

Senator Potter, do you have any comment ? 
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Senator Porrrer. The only question I have is that I notice in the 
House report as to the cut made by the House, that they made no 
comments as to the reason for the cut for the salaries and expenses. 
Iam sorry that I had to be called out during a part of the testimony. 

Can you briefly highlight what research projects would have to be 
eliminated if the amount is not restored . 


EFFECT OF HOUSE CUT 


Dr. Hunsaker. The cut would have this effect: We have a $75 
million program authorized and appropriated for several years ago 
to build 8 wind tunnels, modern, first-class types, which would be 
operated by us but be available primarily for industrial problems 
coming up in connection with the design and development of new 
aircraft and missiles —— 

Senator Porrer. With the amount allowed by the House, you would 
not be able to operate those facilities ? 

Dr. Hunsaxer. This year the tunnels will be completed, and we 
have very high power charges to pay if they are to be operated. We 
made an estimate of operating them full time. The cut would require 
us to allow $75 million worth of new facilities to stand partly idle. 
I would not like to do that. We would use them to some limited de 
gree and then we would be in danger of pressure on the committee, and 
its unfortunate chairman, of cutting out some other lines of research: 
that did not promies immediate help to the military. 


OPERATION OF WIND TUNNELS 


Senator Porrer. How much do you allow in your budget for the 
operation of those three wind tunnels? 

Mr. Utmer. The figure of $5,650,000 was in the budget. 

Dr. Hunsaxer. That is one item of increase. 

Senator Franpers. Mr. Chairman, do I remember that that big 
tunnel at Ames takes 250,000 horsepower to drive it ? 

Mr. Utmer. Yes. 

Senator Fianpers. You can see what a tremendous cost is involved 
in the operation of the new tunnels. 250,000 horsepower requires a 
lot of electricity to be purchased. 


INCREASE IN TECHNICAL STAFF 


Dr. Hunsaxer. To go back to your question, part of the increase 
in salaries and expenses is to operate new facilities. That is the first 
part. The rest of it is a judgment on the part of our 17 committee 
members, after considerable research, that we might and we should 
and we ought to try to increase the use of our current facilities by a 
10 percent addition to technical staff, and we think we can get as/ 
many as 10 percent. 

Senator Porrer. You believe that by doing that that will greatly 
enhance your research program ? 

Dr. Hunsaxer.. That extra 10 percent may be just the cream_on 
the milk. We cannot ask you to make it 30 or 40 or 50 percent. We 
could not find the trained men. We think that we need to do 10 per- 
cent more research and desperately want to try to do a 10 percent 
increased research ecort in our existing facilities. 
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Senator Porrer. How did this year’s budget compare with the 1955 
budget with $51,.240,000¢ What did you have the year before? 

Dr. Hunsaker. About the same. 

Senator Porrer. In other words, you kept it at about that level? 

Dr. Hunsaker. We have been leveled off since 1950. It is begin- 
ning to hurt now and I think it isa very serious matter for the country 
now. 


CONSTRUCTION PROGRAM 


Senator Porrer. Mr. Chairman, I do not know whether you have 
gone into the construction item or not. If you have, 1 notice there is 
a cut of $1,500,000. 

Dr. Hunsaker. That is a cut of 10 percent in our estimated cost 
of providing the facilities. 

Senator Magnuson. That was an arbitrary cut of 10 percent, and it 
would be pretty diflicult, I would think, for this group to know just 
where to put it. You might injure one program for the benefit of 
another, and it surely would disrupt and disorganize your projected 
construction program. If they had said, “Cut this item out,” that 
would be another thing, but this is an arbitrary cut. 


COMPETITIVE BIDS 


Senator Porrer. I notice in the House Report that on this item of 
construction they stated: 


If the NACA will place the projects open for competitive bids. 


Are your projects now open for competitive bids ¢ 

Dr. Hunsaker. Some items must of necessity be negotiated but 
most contracts are placed open for competitive bids. Even in negoti- 
ated contracts we obtain competition. 

Senator Magnuson. They testified that they do not understand the 
reason for that language because they do have competitive bidding and 
there was no testimony to the contrary about it. ‘There was no testi- 
mony about it. ‘The same thing is true as to testimony about watching 
construction. ‘They do not understand what is meant, because they 
think they have been watching construction. 

Senator Porrer. I think we have to be able to answer the House 
Report. That is the reason for my interrogation on that point. 


LANGLEY POWER REQUIREMENTS 


Senator Roperrson. Mr. Chairman, I can tell our distinguished 
colleague from Vermont that I found out about the power require- 
ments at Langley when we were planning the distribution of power 
from Buggs Island. 

I wanted the RE A’s in Virginia and North Carolina to get the first 
call with a little left over for some industrial development, and the 
Southeastern Power Administration was planning to build a trans- 
mission line from Buggs Island to Langley. 

The peak demand at L angley would ‘have taken all of the firm power 
from Buggs Island, but fortunately, they got a revision of the contract 
with the Vi irginia Electric Power Co., at a satisfactory price, and 
then we could distribute the public power at Buggs Island as we 
originally contemplated. 
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Senator Magnuson. Are there any other questions by members of 
the committee ¢ 

The record will stay open for your further statements, in case you 
want to put them in the record. 

We thank you gentlemen for coming. We appreciate your testi- 
mony. 

Thank you, Senator Flanders, for coming. 

Senator Fianpers. Thank you. 

Senator Magnuson. The subcommittee will recess until 2 o’clock. 

(Whereupon, at 11 o’clock a. m. the subcommittee recessed until 
2 o’clock p. m. of the same day.) 


AFTER RECESS 
RENEGOTIATION BOARD 


STATEMENTS OF FRANK L. ROBERTS, CHAIRMAN; CHARLES F. 
MILLS, MEMBER; THOMAS COGGESHALL, MEMBER; LAWRENCE 
E. HARTWIG, MEMBER; HAROLD STONE, DEPUTY DIRECTOR, 
OFFICE OF ADMINISTRATION; ROBERT HAGGERTY, DIRECTOR, 
OFFICE OF ADMINISTRATION ; JOHN KIVLAN, GENERAL COUNSEL; 
AND HOWARD W. FENSTERSTOCK, ASSISTANT GENERAL COUNSEL 


GENERAL STATEMENT 


Senator MaGnuson. Mr. Roberts, we would be glad to hear from 
you on the Renegotiation Board matter. 

Mr. Roserts. I have a prepared statement, Senator, if I may read 
it. It is short. 

Senator Magnuson. You may read that. 

For the record, I want to point out that your 1955 appropriation 
was $4,500,000. Your budget estimate for 1956 was $4,250,000. The 
House allowed you $3,750,000, which is minus $750,000 from your 
1955 appropriation, and minus $500,000 from your 1956 estimate. 

You are asking for the restoration of the half million dollars ? 

Mr. Roserts. That is right. 


COMMUNICATION 


Senator Magnuson. You may proceed with your statement. We 
will put in the record your letter to me in answer to our inquiry on 
this matter. 

(The letter referred to follows:) 

THE RENEGOTIATION BOARD, 
Washington, D. C., April 6, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of Independent Offices Appropriation 
Bill, United States Senate, Washington, D.C. 

DeaR SENATOR MaGnuson: This will acknowledge your letter of March 29, 
1955, in which you suggest that I indicate by page and line of the appropriations 
bill for independent offices, reported to the House, the changes deemed absolutely 
necessary in the public interest as it relates to the operations of the Renegotiation 
Board. 

To adequately implement the renegotiation program, in the interest of con- 
tractors and the Government alike, it is absolutely necessary that the figure of 
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$3,750,000 found on page 26, line 7, of the full committee print of the independent 
oftices appropriation bill, as proposed, be changed to $4,250,000. 

The House Committee on Appropriations appears to have based its cut in our 
appropriation primarily upon the assumption that the recent amendments of 
September 1, 1954, to the Renegotiation Act by the 83d Congress will considerably 
reduce the workload of the Board in fiscal year 1956. The facts are that the 
amendments will not substantially affect the Board’s fiscal year 1956 operations 
and therefore a reduction in our appropriation is not warranted. 

The Board has steadily reduced its personnel from a peak of 773 in 1953 to a 
current on-duty employment of 538. The number of cases we can complete per 
employee has reached its peak. We feel that our budget request of $4,250,000 
is the minimum amount required in fiscal year 1956 to accomplish the case com- 
pletion goal necessary to maintain an orderly and effective processing of rene- 
gotiation cases. If the House cut stands, we will be compelled to drastically re- 
duce our work force, and this will seriously delay the completion of renegotia- 
tion cases. Such delay will result in additional costs to the Government, as well 
as added expense and inconvenience to the contractor. 

The estimate of $4,250,000 we presented to Congress is the minimum figure 
needed to accomplish the effective administration of the Renegotiation Act in 
fiscal year 1956. We respectively request an opportunity to appear before the 
Senate Appropriations Subcommittee to present our justifications for the $4,250,- 
000 to conduct our operations in fiscal year 1956. 

Sincerely yours, 


FRANK L. Roserts, Chairman. 
HOUSE ACTION 


Mr. Roserts. Mr. Chairman, we welcome this opportunity to appear 
before your committee in support of the Renegotiation Board’s 1956 
budget estimate of $4,250,000. 

Pending in the Senate is a proposal to appropriate only $3,750,000 
to the Board for its operations during fiscal year 1956. This amount 


is $750,000 below our current operating budget for fiscal year 1955. 
In estimating its fiscal year 1956 budget the Board determined that a 
minimum of $4,250,000 is required to properly discharge its obliga- 
tions under the act. 


AMENDMENTS TO BASIC ACT 


In proposing a cut of $500,000 in the Board’s estimate, the House 
Committee on Appropriations stated : 

As a result of recent amendments to the basic act, the workload for 1956 for 
this Board should be below that of previous years and the appropriations required 
can be reduced accordingly. 

We respectfully submit that the Board’s workload for 1956 will not 
be substantially below that for previous years. 

The amendments to which the House committee doubtless referred 
are the raising of the statutory “floor” from $250,000 to $500,000, be- 
ginning June 30, 1953; the partial exemption of prime contract sales of 
new durable productive equipment beginning June 30, 1953; and the 
exemption, under certain conditions, of standard commercial articles 
beginning January 1, 1954. ni 

Vhile these amendments, particularly the amendment raising the 
statutory “floor,” undoubtedly will reduce the workload of the Board 
to some extent, they will not, in our opinion, reduce the workload to the 
extent estimated by the House Committee. In this connection it 
should be noted that the standard commercial articles exemption has 
raised problems which did not exist before and that it has been neces- 
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sary to employ a number of persons whose full time is devoted to pro- 
cessing requests for exemption. Of paramount importance is the fact 
that, though the Board has proceeded expeditiously and with increas- 
ing efliciency to dispose of cases as they are filed, it will nevertheless 
face a substantial backlog of cases in fiscal year 1956 for reasons be- 
yond its control. 

We wish to call the committee’s attention to the fact that although 
the Renegotiation Act of 1951 was passed in March of that year the 
Board was not appointed until October, and because of the time needed 
to employ personnel and publish regulations the Board could not re- 
ceive the first filings until July 1952. The act expired on December 31, 
1953, and because of pending legislation that would have retroactive 
effect, the Board was obliged e: rly in 1954 to extend the filing dates 
for many months. In August 1954, the Act was extended to Decem- 
ber 31, 1954, and once again, because there is legislation pending 
which would extend the act, the Board has been compelled to extend 
the dates for certain filings. Thus the late start and the various de- 
lays in the filings of new cases has served to defer a substantial back- 
log which must be reduced in fiscal 1956. 

Tf less than the Board’s estimate for fiseal 1956 is appropriated the 
result will be further delay in the completion of cases and greater 
eventual cost to the Government. 

Since the establishment of the Board in 1951 it has recovered 
$331,641,401 of excessive profits. This has been accomplished at a 
cost to the Government of $15.5 millions. 


RAISING OF STATUTORY FLOOR 


Senator Magnuson. Mr. Roberts, I think it might be well to ex- 
plain when you point out that the raising of the statutory floor from 
one-quarter million dollars to $500,000 does not substantia lly decrease 
vour workload. Most of your cases, as I understand, are over that 
amounts anyway. 

Mr. Roserrs. A good many of them, Mr. Chairman; yes, sir. Our 
workload that goes to the field is made of of cases which are not only 
above the st: itutory minimum but which we have examined, and have 
reason to believe may require adjustment. 


PRIME CONTRACT SALES OF DURABLE EQUIPMENT 


Senator MaGnuson. What I think the committee would be glad to 
be enlightened on is what are the prime contract sales of durable 
equipment. 

Mr. Ronerrs. In the 1951 Act because the makers of heavy equip- 
ment having long life had a special problem, the Act itself contained 
a partial exemption for the sellers of those articles under subcontract. 

Experience gained in the operation of the Act indicated that the 
exemption should be extended to prime contract sellers and that was 
done when the Act was extended for the year 1954. 

Senator Maanvson. What is the number of commercial articles that 
you would feel would be exempted ? 

Mr. Rorerts. We have no idea, Mr. Chairman. We are just getting 
into it. We have some figures of the numbers of exemptions. 
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Senator Magnuson. What would be the nature of those? 

Mr. Roserts. The act provides that makers and sellers of standard 
commercial articles shall be exempt from renegotiation unless the 
Board makes a specific finding that competitive conditions surround- 
ing those sales were not such as would reasonably protect the Govern- 
ment agaist excessive profits. 

Senator Magnuson. Food and clothing products ? 

Mr. Roperts. Nuts, bolts, desks, chairs, and so forth. The act pro- 
vides that they have the right to file with the Board and ask for an 
exemption. In their filing, they are requested to recite the competitive 
conditions existing in their industry and in their particular case sur- 
rounding those sales. We then examine those requests for exemption 
and determine, first, whether or not they meet the statutory test of 
standard commercial articles, and, secondly, whether or not the com- 
petitive conditions were such as would reasonably prevent excessive 
profits. 

Senator Magnuson. The bid itself would be competitive to begin 
with, but suppose you would find the purchase of a standard com- 
mercial article where only one company made the bid in a substantial 
amount to the Government. Would you consider that competitive ? 
The call for bids was made to a great number of people, but suppose 
only one person submitted a bid ¢ 

Mr. Roperrs. That would be one of the indications to us that com- 
petition was possibly not suticient. 

Senator Magnuson. It could indicate that there was plenty of com- 
petition but nobody particularly wanted the sale. 

Mr. Roserts. Yes, we have to go into them carefully. 

Senator Magnuson. Then you relieve him of renegotiation if you 
feel that there has been competition 4 

Mr. Roserts. That is right, provided the competition was sufficient 
to reasonably prevent excessive profits. 

Senator Magnuson. After you define what is a standard commer- 
cial article. 

Senator Porrer. | would assume there would be a lot of work 
just making that determination. 

Mr. Roperts. There is a lot of work, but we have carefully drawn 
our. regulation and set up our procedure so that we do not produce a 
result that is more work than if contractors were to go through the 
process of renegotiation. 


BACKLOG OF CASES 


Senator Porrer. Let me ask you this, Mr. Roberts; I think it is well 
to have it in the record: Where do you stand now on pending cases ¢ 
How far behind are you? 

Mr. Roverrs. We have a backlog of actual cases in the regional 
boards of 3,283. That represents, on the current completion rate, 10 
to 12 months’ backlog. Those are 1952 and 1953 year cases. 

I would like to point out, and to make this distinction, that 70 per- 
cent of the contractors in this country have a calendar fiscal year and 
when we say 1951, 1952, and 1953, years, we are referring to the con- 
tractor’s fiscal year and not the Government's fiscal year. 

Senator Magnuson. For instance, why do you not have any 1954 
cases pending ¢ 
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Mr. Roserts. We do, but they are so small in number that I did not 
mention them. They are, by number, 142. 

Senator Maenuson. Is that because the contract has not been com- 
preted ond therefore would not be subject to your look-see in the 
matter ! 


LEGAL REQUIREMENTS FOR FILING 


Mr. Roserts. I think it would be helpful, Mr. Chairman, if I made 
a short explanation. Renegotiation is done on the basis of the con- 
tractor’s fiscal year, and he lumps all of the sales under all his prime 
and subcontracts into one group. The Board’s regulations do not 
require him to file until the first day of the fifth month following the 
close of his fiscal year. ‘Therefore, May 1 was the due date for 70 
percent of the 1954 contractors, and those filings are just reaching 
our office now. 

Senator Porrrr. So there would be as of now quite an influx of new 
filings? 

Mr. Rosertrs. We have an avalanche of assignments coming to us 
right now. 

Senator Magnuson. That is based not upon the time of the making 
of the contract but upon the time of the proposed settlement between 
the contractor and the Government; is that right ? 

Mr. Roserts. Renegotiation applies to receipts and accruals under 
all contracts and subcontracts. In other words, a contractor may have 
5,000 contracts and may have delivered under 200 of them in his 1954 
year and the sales under those contracts are what would be subject to 
renegotiation in 1954. 

Senator Magnuson. Prior to payment ? 

Mr. Roperts. Well, yes. We get into a technical situation there. 
According to his method of accounting, he sets up an accrual on his 
books and that is his sale and he gets his money from the Government 
in due course. 


RECAPTURE OPERATION 


Senator Magnuson. But you have the right to go back and recap- 
ture, do you? 

Mr. Roserts. Yes, that is our operation. 

Senator Magnuson. The contractor may be actually paid by the 
Government and you have a right to go back and recapture if you 
thought the payment was too high ? 

Mr. Roserts. That is right. Because of the time delay, that is 
actually what happens. He has received his money and the result of 
negotiation is a repricing, and a recovery of those dollars that we 
determine to have been excessive. 

Senator Maanuson. Does he file after he receives the money ? 

Mr. Roserts. Yes, sir, he files on the first day of the fifth month 
after he closes his year. 

Senator Magnuson. Also he states there what he has received from 
the Government ? 

Mr. Roserts. That is right. 

Senator Maenuson. Do you take all cases that are filed ? 

Mr. Roserts. If I may, I would like to enlarge upon that a little 
bit. Contractors who receive contracts from the Government or sub- 
contracts from other Government contractors are required by the terms 
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of the act to file with the renegotiation Board a report setting forth 
the amount of such business they have done during their fiscal year. 
The filings by contractors who are doing Government business run to 
between 385,000 and 40,000 each year. We have provided that those 
who do less business than the $500,000 statutory figure below which 
they need not be subjected to renegotiation, may file a very simple 
report. They account for a fairly large portion of the total required 
{o report each year. The remaining contractors’ filings are examined 
by us in Washington and if they did not make what could be considered 
an excessive profit, we set them aside and give them a letter that we 
will take no further action. 


REGIONAL BOARDS 


The other cases, where it appears the profits may be excessive, are 
sent to 1 of our 4 regional boards. They are located in New York, 
Detroit, Chicago, and Los Angeles. When a case is referred to a 
regional board, it is gone into thoroughly. The costs allocated to the 
sales are checked and all of the conditions surrounding the production 
and sale of those articles are examined and careful consideration is 
given to such things as efficiency, reasonableness of costs, the nature 
of the articles produced, etc. 

There is a vast difference between a contractor who buys a series of 
parts and merely assembles them into a completed article and a con- 
tractor who owns facilities to produce the raw materials and in turn 
machines them and finally produces an end product. 

The requirements of investment in those two illustrations are vastly 
different. The same profit rate for each of them would obviously 
create a great inequity. 

If a case has renegotiable profits in excess of $800,000, the regional 
board merely make a recommendation to our Board here in Wash- 
ington. Our Board examines the case and if we are in agreement with 
the conclusions reached, then we authorize them to enter into a final 
agreement with the contractor. 


SCREENING OF CASES 


Senator Maencson. Then the cases that you have pending, the three 
thousand-some, represent a screening ? 

Mr. Roserts. They do. 

Senator Magnuson. A screening by your Board or your field? 

Mr. Roperts. By our Board. 

Senator Magnuson. Of contracts over ene-half million dollars. 

Mr. Roserts. That is right, sir. 

Senator Magnuson. They are not necessarily all the contracts? 

Mr. Rorerrs. Oh, no; by no means. 


REGIONAL BOARD PERSON NEL 


Senator Magnuson. How are those boards appointed ? 

Mr. Roserts. We, the Board, select the personnel for those boards. 
Senator Maenuson. Do you pay them ¢ 

Mr. Roserts. Oh, indeed; yes. 
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Senator Magnuson. Are they full-time employees ¢ 

Mr. Ronerrs. Yes; they are full-time employees of the Government. 

Senator Magnuson. How are they paid 4 

Mr. Ronerrs. They are paid under the civil-service schedule of 
payments. 

Senator Magnuson. Are they taken in by civil service ¢ 

Mr. Ropserts. We are not subject to civil service as far as hiring 
requirements are concerned. Once a man is hired, all of the otherwise 
applicable civil-service regulations come into play, such as the pay, 
the leave, the retirement deductions, and order of dismissal. 

Senator Magnuson. They apply to him but he is not in civil service / 

Mr. Ronerrs. Not technically ; no, sir. 

Senator Magnuson. He does not get any civil-service rights in the 
future. He is subject to what civil-service regulations may be and the 
pay is subject to the classifications and grades 4 

Mr. Ronerrs. To the classification scale; ves, sir. 

Mr. Chairman, might I introduce the other members of the Board / 

Mr. Charles Mills, Mr. Thomas Coggeshall, and Mr. Lawrence 
Hartwig. We have four members. We suffered the loss of Mr. Joss. 

Senator Magnuson. How many people do you have in the region / 


TOTAL REGIONAL BOARD PERSON NEL 


Mr. Roserrs. We have in the regional boards some 360 people. 

Senator Magnuson. So you have an average of possibly 125 in the 5 
regional boards / 

Mr. Ronerrs. We have four boards. 

Senator Porrer. What is the size of the regional boards ? 

Mr. Roserrs. We have five members in each of the regional boards. 

Senator Magnuson. That is New York, Chicago, Detroit, and Los 
Angeles? 

Mr. Roserrs. That is right. 


EFFECT OF HOUSE CUT 


Senator Porrer. Mr. Roberts, this half million dollars that the 
House cut out of your request, what will that mean in relation to per- 
sonnel reduction ¢ 

Mr. Roserrs. It means, Senator Potter, that we will not be able to 
lispose of the backlog of cases that is facing us. We have in the last 
vear been able to reduce our backlog rather substantially and we believe 
it is in the best interests of the Government to let us continue to reduce 
this backlog and if we are given the money, we think that we can dis- 
pose of almost all of it and get on the basis that we should have been 
on always; namely, as near to a current basis as the conditions permit 
in this type of operation. 

Senator Magnuson. I think you do have a justification for some 
backlog in your case because there was this constant legislative mat- 
ter. which we still have, as a matter of fact. This bill only passed the 
House, April 28 of this vear, and you did have that problem. Of 
course, you feel that the restoration of this money would be, in the long 
run. of benefit because it will bri ing in money, too. 

Mr. Ronerrs. Indeed, it will. We think, Mr. Chairman, that it is a 
very serious thing for a company to be doing business with the Govern- 
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ment and have 2 and 3 and 4+ years elapse before they know what they 
actually made from their Government business, and that is the result 
when renegotiation is as far behind as it has been. People running 
these companies have to go to the banks and insurance companies and 
borrow money and their bankers look with a jaundiced eve at them and 
say, “We cannot tell you what your balance sheet means. You have 
not been through renegotiation.” 


AVERAGE PROFITS 


Senator Magnuson. Do you have any estimate as to the average 
profits you have allowed in these cases? I appreciate that every case 
is different. I do not want to pin you down to that. but what would 
be the average ? 

Mr. Roserts. I do not believe that anybody could truthfully express 
an average because it does not lend itself to that. 

The illustration I gave earlier of the assembler versus the integrated 
producer and the many varieties between those two extremes make any 
average a thing that would be picked out of the hat and one of no 
neaning. 

Senator Magnuson. But you do know what you have allowed per- 
centagewise in every case / 

Mr. Roserts. That is right, by individual cases. 

Senator Magnuson. By individual cases and you could add those up 
wnd strike an average / 

Mr. Roserts. It would be an average which would be completely 
ieaningless. 


PROFIT PERCENTAGE IN) METAL FABRICATING 


Senator Magnuson. In the general run of cases, would it be under 
10 percent ¢ 

Mr. Ropertrs. No. 1 do not know whether there is any such thing 
as a general run of manufacturing, but the rate of profit in the metal 
fabricating field has been anywhere from 11 percent to 18 percent. 

Senator Magnuson. What do you define as a product of metal fabri- 
cating; would that be automobiles and trucks and he: avy equipment ? 

Mr. Roserts. No, I was at the moment thinking of people who 
fabricate metal into a component part for some other product. 

Senator Magnuson. That would run that high / 

Mr. Roserts. In some cases. 

Senator Magnuson. I understand that each case is different. It 
would run over 10 percent in some cases / 

Mr. Roserrs. Yes. 


BULK LOT SALES 


Senator MaGnuson. Suppose a big bulk lot came in of a sale to the 
Government prior to this commercial exemption. They would run 
much less, would they not ¢ 

Mr. Roserts. In some cases, depending on the product and the 
amount of work done on the product. 

Senator Macnuson. I remember that during the war some of the 
renegotiations would get down to 4 percent. 

Mr. Roperrs. We will have the same thing. 
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Senator MaGnuson. Does not a lot of that depend on the bulk, the 
amount ¢ 
Mr. Rosertrs. The volume of business done. 


AIRCRAFT PROFITS 


Senator Magnuson. What would be the profit of Boeing Aircraft, 
for instance, where you have contracts running into the hundreds of 
millions ¢ 

Mr. Roserts. [ do not have those figures readily available. 

Senator Magnuson. They would be much less than a single con 
tract; would they not? 

Mr. Roserts. I think, Mr. Chairman, I can illustrate what you wish 
to bring out. A company, such as an airplane company, would have 
a tremendous volume of business from the militar y departments. 

Senator Magnuson. I use Boeing as an example because they are 
all Government or 95 percent Government. 

Mr. Roserts. That is right. They would generate a tremendous 
volume of sales. They would do it in part ome Government facili- 
ties and the profit rate to sales might be low, because of this factor. 

Senator Macnuson. I cannot quite understand yet a profit rate of 
18 percent ona sale to the Government. 

Mr. Rozerts. Well, let us take a situation. 

Senator Magnuson. There must be some other determining factor 
or everybody would be wanting to sell to the Government, and they 
do not. 

Mr. Rozerts. When you find 18 percent on Government work, the 
comparable commercial sale would probably yield a lot higher profit. 

Senator Macnuson. In other words, you feel that selling to the 
Government is no bonanza for anyone. 

Mr. Roserrs. That would be a correct observation, in my opinion. 

Senator Magnuson. Of course, during the war some cases were 
because we were dealing with products to get them in a hurry and 
even some of the prices or the values were not determined. It seems 
to me that you might have to be called upon some day to give an 
average. 

Mr. Roserts. I hope I never am, Mr. Chairman, and if I do, I hope 
those who read it will understand how meaningless it is. 

Senator Magnuson. You might have to be compelled to give an 
average ina certain field as in Detroit in the tank field. 

Mr. Roserts. I would make the same observation. 

Senator Porrer. I assume you would have to put it in limits within 
certain volumes of business for a certain type of commodity. 


MANUFACTURE OF TANKS 


Senator Macnuson. I think you could get an average in a field. 


Suppose 50,000 tanks were sold to the Government. I would think | 


that maybe that might only involve 4 or 5 companies. You would 
have your average rate of profit. 

Mr. Roserts. Mr. Chairman, I think there are two companies man- 
ufacturing tanks in this country. Those two companies make a great 
many other products. They are the two large motor companies. “One 
of them makes jet engines, makes bombsights, and many other special 
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war items. The other one makes trucks as well as tanks and some 
other specialized products; actually, some hulls for one of the aircraft 
producers. 

If you were going to isolate their tank production, we could then 
answer you and say, “Yes, those things could be related,” but these 
companies produce many products and have many fields of activity. 

Senator Porrer. And it is renegotiated on a company basis rather 
than on a contract basis? 

Mr. Roserts. It ison a companywide overall basis. 


GENERAL MOTORS 


Senator Magnuson. As to company products. General Motors is 
always a good example. 

Senator Porrer. | wouldn’t say that. 

Senator Macnuson. It is possible that in the tank production Gen- 
eral Motors may make 18 percent, but the overall company would 
probably make only 5 percent on their investment. Is that what you 
are trying to say ? 

Mr. Ronerts. Yes, but I don’t like to have you hook up the tanks 
to the 18 percent, because it is very far from the fact. 

Senator Magnuson. What I am trying to say is that the profits on 
the Government end of production may probably be higher than the 
overall profits of the whole concern. 

Mr. Roperrs. They could be. Depending on the product mix, of 
course, that could result. The product mix, the complexity of the 
articles produced, all of those things go in to make up the answer, and 
the answer could be anyone of the situations you outlined. 

Senator Magnuson. Let us take Electric Boat Co. Do they make 
more money on what the make for the Government than on what they 
make privately ¢ 

GENERAL DYNAMICS 


Mr. Roserts. That is now General Dynamics and I am not familiar 
with their figures at all. I do not know that they have any commer- 
cial business. 

Senator MaGcnuson. General Dynamics probably does. Electric 
Boat used to have some commercial business. But where a concern 
has only Government business, you could surely determine that profit. 

Mr. Roserrs. Where it has only Government business, it would be 
subject to renegotiation and it would be carefully examined and all of 
the facts surrounding its production would be weighed and a deter- 
mination would be made of what is a fair profit for them to keep. 
They would be asked to refund the difference, if any. 

Senator Magnuson. I understand that, but I was trying to say that 


_ when General Motors comes down here on the tanks, don’t you ask 
them what profit they made on that segment of their business? ~ 


Mr. Roserts. Surely. We examine the parts, these various elements 


| that go to make up the total Government business. 


ne Ati 8 


Senator Maenuson. You leave out the rest ? 

Mr. Roserts. Yes, we do not renegotiate their private commercial 
business. 

Senator Magnuson. Suppose that profit was 12 percent. Then you 
would adjust that with what the whole General Motors Co. makes? 
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Mr. Roperrs. No. 

Senator Magnuson. Then I think I misunderstood you. 

Mr. Ropers. [ am sorry if I gave you that impression, Mr. Chair 
man. General Motors, if we have to use it as an illustration, produces 
automobiles and trucks and many other allied products. What they 
make on automobiles and trucks would have no rel: ationship or bear 
ing whatsoever on what they made in tanks or jet engines or bomb- 
sights. They are such different products. 

Senator Magnuson. But what they made on tanks and what they 
made on bombsights and what they made on jets would be all thrown 
together. 

Mr. Roserrs. That is right. 

Senator Porrrer. All the Government contracts would be together / 

Mr. Ronerrs. That is right. 


UNFAIR BIDDING PRACTICE 


Senator Porrer. Mr, Chairman, along that line, a question has been 
brought to my attention. I would like to have Mr. Roberts comment 
on it. The question is that it is claimed that some companies that 
have several Government contracts that are subject to renegotiation 
are now bidding on Government contracts sometimes at a cost lower 
than the material cost of the contract, and they do it knowing that 
they will lose money on that one contract which will be made up for 
on other contracts in the process of being renegotiated. Their com 
petitors claim that that is most unfair, that they cannot meet a com 
petitive bid on that basis. Do you know, first, whether that is so, and, 
secondly, do you have any advice as to how that might be corrected / 

Mr. Roserrs. Senator Potter, you have touched on a situation that 
I have no doubt exists to some degree. I have never seen an actual 
case of it. I have never had it brought to 7 attention, but certainly 
it is true that a company that was able to get a profitable contract and 
realized that it would be renegotiated and required to pay back mone) 
might be tempted to bid low on another contract to enter another 
field of endeavor. 

Senator Porrer. Or they could do it in order to squeeze out com 
petitors. 

Mr. Roserrs. I know of no way that that can be completely elim 
inated. I do know one way to avoid some of it; that is, to let the 
Renegotiation Board be as current as possible, If we get to our cases 
quickly, then profits become final and there is less temptation to do 
that very thing. 

Senator Magnuson. It seems to me, Mr. Roberts, that the only 
reason for the renegotiation and the basis of it was the limitation of 
profits and that it is not the amount that you renegotiate and collect 
back that counts; it is the percentage of the profits that counts. Three 
hundred some million dollars may be good, but maybe it should have 


been $6 million or maybe it should have been only $9 million. The | 


fact that you collected a certain number of dollars is not necessarils 
the necessity for the act. You might come here and say, “We have 
not. collected a dime,” and still the act would have justified itself. 
Mr. Rorerts. You are right, Mr. Chairman. TI would be happy to 
say that we had not collected a dime because I think that would mean 
that the influence of renegotiation, being as you might say a policeman 
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on the beat, was such that people had been willing to price and reprice 
toa point w ‘here they had profits that were just right. 

Senator Magnuson. I would think on anything over 10 percent, 
you would have some trouble justifying that unless you probably 
could with other factors involved. 


CHEMICAL INDUSTRY CONTRACTS 


Senator Porrer. What about contracts for the chemical industry ? 
I would assume that they have quite a high-profit margin; is that 
correct ¢ 

Mr. Roserts. ‘That is correct, Senator Potter. It is a good illustra- 
tion. Earlier, I spoke about companies that were required to invest 
a great deal of money by the nature of their undertaking. Now, a 
chemical company has to invest somewhere around $1 to produce a 
dollar of sales. If you were to look at them on a basis of say 8 percent 
on sales, then you have given them an 8- percent return on their invest- 
ment before taxes, and in these days, that is a pretty low return. 

Senator Magnuson. Eight percent is a low return ¢ 


PROFITS BEFORE TAXES 


Mr. Roperts. Yes, sir; before taxes. That would be somewhere 
under 3 percent after taxes. 

Senator Magnuson. The record ought to be clear here that when 
we are speaking of returns, we are talking about returns before taxes 
in all cases. 

Mr. Ropertrs. Yes, sir. 

Senator Magnuson. Because the fact that they are going to be taxed 
or not should be no consideration of yours. 

Mr. Roserrs. That is exactly right. 

Senator Magnuson. How do you rate a chemical company that is 
making a 500 percent profit on an item that cost them, say a penny 
to make, and they sell it for 5 cents? The fact that they are making 
500 percent on this one product is not necessarily your criterion. It is 
what they are doing? 

Mr. Roserrs. Yes, the Government business as a whole. I have 
never seen a 500 percent profit in my experience. 

Senator Magnuson. On some drug items, yes. 

Mr. Roperts. I have never seen it. 

Senator Magnuson. There are all kinds of them. 

Senator Porrer. What criteria do you have? 

Senator Magnuson. I want to be clear. It might have cost them a 
great deal of money to arrive at that product that only cost 1 cent and 
they may be trying to recapture some of it and that applies partic- 
ularly to new types of drugs which the military use a great deal. 

Mr. Roperrs. You refer to their research expenditures. 

Senator Magnuson. That may go back 15 years with these people, 
but there are many items at 500 percent. 

Mr. Roserts. If you related true cost to that item, you would not 
have any profit such as 500 percent. The true cost would be the re- 
search back of it that made it possible. 

Senator Magnuson. You probably would not, because if that were 
the case, everybody would want to buy up chemicals but some of the 
new items, some of the household items, cost little or nothing. 
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CRITERIA FOR LEGITIMATE PROFITS 


Senator Porrer. What is your criterion for what is a legitimate 
profit ? 

Mr. Roserts. There are set forth in the law five factors, and we are 
required to consider each company for each year in the light of those 
factors. 

One of them is efficiency. If the contractor is able to produce an 
article at 30 or 40 percent less cost than a competitor, he should be 
ieft a share of those savings that he has been responsible for. 

We are required to look at the nature of the products whether they 
#re complicated products that require an integrated facility to pro 
duce, or whether they are simple products made up largely of sub 
contract-purchased items. 

We are required to look at the investment that has been made. 

We are required to look at the reasonableness of the costs of the 
company; for example, a company may be careless in its expense ac 
counts, its advertising budget, its salary payments, and we are re 
quired to take into account those facts. 


COMPANY SALARY POLICIES 


Senator Magnuson. Let me ask this question, then. Suppose a 
company had been paying certain salaries for a period of years and 
their expense accounts were somewhat large, but that had been the 
habit and practice of the company. Their advertising was a certain 
percentage. Then suppose they suddenly got a Government contract. 
Would you suggest that they cut the salaries? 

Mr. Roserts. No, sir. 

Senator Magnuson. You take the normal practice of a company 
because some companies are tight and some are a little loose, but they 
still may both be good companies and produce a good product at a 
yood price. 

Mr. Roserrs. We see some companies that are small and get large 
amounts of Government business that seem to increase their salary 
payments somewhat out of proportion. 

That is what I speak about. 

Senator Magnuson. If it should happen that after they get the 
Government contract and it is a substantial part of their business, 
they would then increase these amounts out of proportion, then you 
would rap them down ? 

Mr. Roserts. That is what we have to consider among other things. 

Senator Maenuson. Because otherwise you would be called upon 
to reduce some salaries of some large corporations that have Govern- 
ment contracts or suggest it. 

Are there any further questions. 

Senator Porrrer. No questions. 


JUSTIFICATION AND ESTIMATES 
Senator Magnuson. We will put in the record your justification of 


your estimates which you prepared for the House, and your statement 
is in in full, or if any of you has any further statement. 
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(The justification and estimates follow :) 
THE RENEGOTIATION BOARD 


SALARIES AND EXPENSES 


For necessary expenses of the Renegotiation Board, including expenses of 
attendance at meetings concerned with the purpose of this appropriation; hire 
of passenger motor vehicles; services as authorized by section 15 of the act of 
August 2, 1946 (5 U.S. C. 55a), at rates not to exceed $50 per diem for individuals ; 
[$4,500,000] $4,250,000. (Act of March 23, 1951, Public Law 9, as amended; 
Independent Offices Appropriation Act, 1954.) 

Appropriated 1955, $4,500,000 ; estimate 1956, $4,250,000. 


PURPOSE OF APPROPRIATION 


The general purpose of the appropriation “Salaries and expenses, Renegotia- 
tion Board” is to provide funds for salaries and all other expenses of the Re- 
negotiation Board, created by the Renegotiation Act of 1951 (Public Law 9, 82d 
Cong. approved March 23, 1951, and as amended September 1, 1954) with authority 
for the determination and elimination of excessive profits realized by contractors 
and subcontractors in connection with procurement under the national-defense 
program. 

These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Board, as well as the expenses of consultants 
and experts employed part time or intermittently in connection with the various 
programs of the Board. In addition, the estimates include all expenses for 
temporary duty travel, including transportation and per diem, communication 
expenses, printing and reproduction, office supplies, and utility services, equip- 
ment and other costs incident to the administration of the act. 


Estimate of obligations by activity 


-4— 
1954 actual | 1955 estimate | 1956 estimate 


| 








1. Executive direction. ..........-- $433, 572 | $468, 000 $498, 000 
2. Staff operations. - 812, 510 | 602, 000 532, 000 
3. Renegotiation operations (field) _ Ss 3, 897, 062 3, 430, 000 3, 220, 000 





Total obligations... - : : 5, 143, 144 4, 500, 000 | 4, 250, 000 


Summary of man-year requirements 


1954 actual | 1955 estimate | 1956 estimate 





| | 
1. Executive direction -_- -- : } 59.5 | 64 | 67 
2. Staff operations - 111.4 83 | 71 
3. Renegotiation operations (field) _ | 544.7 | 466 431 
ee eh ae 715.6 | 613 | 569 
ORGANIZATION 


The Renegotiation Board is comprised of the headquarters office and 4 regional 
boards, with provision for 5 or more members on different boards and a staff 
of professional accountants, lawyers, and renegotiators. A map of the regional 
board areas follows this page: 

The headquarters office is responsible for executive direction and administrative 
supervision of the Board’s activities. It receives all financial statements and 
other reports filed by contractors or subcontractors subject to the act, screens 
such reports to separate those involving obvious nonexcessive profits, and assigns 
the others to the regional organization for processing. 

The Board at the headquarters office has delegated authority to its regional 
boards to process those assignments in which renegotiable profits before taxes 
are less than $800,000. In assignments of greater magnitude, the Board reviews 
the determination made by the regional boards. Any regional determination may 
he appealed to the Board at headquarters by a contractor or subcontractor. 
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PROGRAM RESULTS AND ANALYSIS 


It is estimated that the total dollar value of renegotiable contracts and sub- 
contracts subject to the Renegotiation Act of 1951, as amended and extended, 
will amount to approximately $175 billion. This estimate has been made from 
studies of procurement expenditures subject to renegotiation. 

When the Board has completed all work under the Renegotiation Act, it is 
estimated that a total of 164,500 reports by contractors will have been examined, 
Of this total, it is estimated that 109,500 reports will be under the statutory 
floor, which is $500,000 of renegotiable business. Of the remaining 55,000 con 
tractors’s reports, it is estimated that 21,550 will be examined and assigned to 
the regional boards for renegotiation proceedings and 33,450 will be screened out 
at headquarters. In tabular form this is presented below : 


Hstimate of reports by contractors or subcontractors to be filed for calendar 
years 1951, 1952, 1953, and 1954 

Number 

of reports 

Reports below the statutory floor 








Reports above the statutory floor: 


Requiring screening and assignment to regional boards___-_- 21, 550 


Requiring screening at the headquarters office (mot assigned) 33, 450 
Subtotal ; ; artes 4 5d, O00 
I i hae ek a a a aes ee en: 


Program results.—Contractors subject to the Renegotiation Acts of 1948 and 
1951 had filed 83,298 reports through August 31, 1954. Of this number, 50,856 
had been found to be below the statutory exemption. Of the remaining 32,442 
reports, 15,160 had been screened and assigned to the regional boards for full 
renegotiation proceedings, 14,721 had been withheld from assignment to the 
regions, and 2,561 were in the screening process at the headquarters office. This 
is presented in tabular form below : 


Action taken on reports filed through Aug. 31, 1954 
Number 
of reports 


Reports filed which were within the statutory exemption : 5O, 856 


Reports filed which were above the statutory exemption : 








Screened and assigned to regional boards sli -. 15, 160 
Screened and processed at the headquarters office ‘ » 242 
Bs I n,n. sic pihintnadesaban cena Reems : fas ; eee 
Subtotal_- ; 7 7 oa Seka ei aces .. 32, 442 
iC) —— hack ae a ct al Sle tctae ts 


The Board had determined or recovered $189 million from the date of its 
establishment until August $1, 1954. A total of $161 million had been determined 
or recovered from 1951 act cases, and au additional $28 million had been deter- 
mined as excessive profits in 1948 act cases processed by the Board. These 
determinations resulted from 9,969 assignments completed by the regional offices 
as of August 31, 1954, out of a total of 15,160 assignments made. (These amounts 
are exclusive of 86.7 million determined or recovered by the Military Policy 
and Review Board under the 1948 act prior to January 21, 1952.) Despite the 


fact that cases handled by the regional boards have become increasingly more | 


difficult (due to the fact that we are reaching the contractors’ filings involving 
larger amounts of renegotiable profits), the productivity of the Renegotiation 
Board has steadily increased. During fiscal year 1954, the regional boards com 
pleted on an average 19.7 cases per professional man-year of employment. This 
is more than twice the completion rate for fiscal year 1953 of 7.4 cases per pro- 
fessional man-year. 


Workload estimates 


The Renegotiation Board administers the renegotiation Act of 1948, the Rene- 
gotiation Act of 1951, as amended and extended, and, in addition, has some 
responsibilities in connection with the Renegotiation Act of 1943. 
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A contractor having contracts or subcontracts subject to the Renegotiation Act 
must file a report with the Washington headquarters of the Board. Such reports 
are required to be filed no later than the first day of the fifth month after the close 
of each contractor’s fiscal year and must include financial statements and such 
other information as the Board requires. To assure compliance with this provi- 
sion of the statute, the Board maintains a list of Government prime contractors 
and their subcontractors. A letter of preliminary inquiry is sent annually to 
these contractors from the Washington headquarters apprising them of their 
responsibilities under the statute. In carrying out Congressional intent as ex- 
pressed in the Renegotiation Act, the Board has determined there are approxi- 
mately 8,000 contractors whose defense business is subject to renegotiation but 
who have not filed reports with the Board. <A large part of the Board’s cleanup 
and closeout work will be devoted to securing and processing these delinquent 
tilings. 

A factor influencing the workload is the time lag between the close of the con- 
tractor’s fiscal year and receipt of the required reports by the Board. As estab- 
lished by Board regulations, this time lag amounts to 5 months. Another factor 
influencing the workload is the considerable filing delay made necessary by the 
extension of the Renegotiation Act. The following table indicates in detail the 
possible time lag in receipt of contractors’ filings in the Board. 

Date filings are 
required to be sub- 


Contractor fiscal year endings: mitted to the Beavd 
Dec. I, 1953, through June 30, 1964............... cite, SG. eee 
our t-JGly 8), Ieee... 5..6..25. Sse é Dec. 1, 1954 
Ue: ete CR Sn talent ohare esc. So 2 ieee 
ce OT a a a __ Feb. 1, 1955 
Ns Gi UN ec icici aiecain scenario apenas ta Mar. 1, 1955 
es SU a Re ay SEDER. 2; Ree 
ei se SR a a na= may 1%, Boe 


Table I which follows summarizes the cases resulting from contractors’ fiscal 
periods and table II indicates the distribution of these cases in Government 
fiscal years. 

TABLE I.—Fstimated filings by contractors 


Fiscal years ending in !— | 


—- . . i ss it . | Total 
| 1951 1952 1953 1954 1955 | 
| 
Contractor filings: 
Below the statutory floor. _- 18,800 22,800 | 29,000 | 29, 400 9, 500 | 109, 500 
Above the statutory floor... 10,200 | 15,200 13,000 12,600 4, 000 55, 000 


Total F 7 29,000 38,000 42,000 42,000 13,500 | 164, 500 


! These figures represent the number of contractors who must file reports on renegotiable business they 
transaéted in these fiseal years. But these figures do not indicate the number of filings received in head- 
quarters in these fiscal years. The number of filings received in headquarters in the various Government 
fiscal years is indicated in table II on p. 13. 
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TaBLE II.—Filings and disposition, by Government fiscal years 


Actual Estimate 


Fiscal | Fiscal | Fiscal | Fiscal | Fiseal | Fiscal 
year year year year year year 


| 
1952 | 1953 | 1954 | 1955 | 1956 | 1957 


| | 


| 
| 
| 


Contractor filings received: 
Below the floor ~ benbecaan 11, 257 | 15,496 | 21,132 | 38,500 | 16,200 | 6,915 | 109, 500 
Above the floor sins alas eri od asada acted | 9,878 9,881 | 11,284 | 16, 500 6, 300 1,157 | 55,000 


A anncns ‘ | 21,135 | 25, 32,416 | 55,000 | 22, 500 8,072 | 164, 501 


Reports screened and completed by head- | 
quarters action baits . — 4, 381 6, 784 | 12, 250 3, 800 857 33, 450 
Reports requiring full (field) renegotiation | | 
proce ae i | 5,500) 4,500 4,250 | 2,500 


Total screened 9, 878 9,881 | 11,284 | 16,500 | 6,300 


Assignments requiring full (field) renegotia- 
tion process aa 5,500 | 4,500 | 4,250 2, 500 
Backlog from previous year ciated 3, 769 6,924 | 5,520 3,770 
Workload rs a 9,269 | 11,424 9, 770 6, 270 
Assignments completed _........--.-.- uy q 2, 345 5, 904 6, 000 5, 250 | 


Forwarded to next year 3,769 | 6,924 5,520 | 3,770 1, 020 


Workload and production estimates for fiscal year 1957 have been included to 
show the volume of reports to be completed under the 1951 act as presently 
enacted. In formulating our fiscal year 1956 budget estimates, we have set a 
case completion objective of 5,250 and have requested funds adequate to accom- 
plish this goal. If we reach our objective, we should substantially clean up our 
field workload during fiscal year 1956. 


NEW LEGISLATION 


Under the recently enacted amendments to the Renegotiation Act by the 
83d Congress, the statutory “floor” on renegotiable business was raised from 
$250,000 to $500,000. The Board estimates that the raising of the statutory 
floor to $500,000 will have the following effect upon composition of its fiscal year 
1955-57 contractor filings : 


Comparison of the change in the statutory floor 





Fiscal year 1955 Fiscal year 1956 Fiscal year 1957 


$250,000 | $500,000 | $250,000 | $500,000 $250,000 | $500,000 ! 
floor floor | floor floor floor | floor 


Contractor filings received: 
Below the floor_. i ii 33, 000 38, 500 13, 500 3, 200 6, 452 6, 915 
Above the floor. -......---.--- acta’ 22, 000 16, 500 9, 000 5, 300 1, 620 1, 157 
Total ae ‘ 55, 000 55, 000 22, 500 22, 500 8, 072 8, 072 
| 


| 


1 This analysis is made on the basis of our actual fiscal year 1952-54 filings. 


Other important amendments made by the 83d Congress to the Renegotiation 
Act exempted from renegotiation standard commercial articles and new durable 
productive equipment. These changes in the statute have been a contributing 
factor in the Board’s being able to raise substantially its estimate of the num- 
ber of statutory (above the floor) filings which are to be completed at head- 
quarters and consequently reduce the number of cases requiring the full field 
renegotiation process. A large part of the reduction we estimate in our field 
workload will be due to administrative improvements, particularly in the screen- 
ing process described on pages 19 and 20 and to procedural changes made neces- 
sary by budgetary stringency. The amount by which the Board has increased 
its estimates of cases completed by Headquarters action is indicated in tabular 
form as follows: 
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Comparison of the 1951 act with the act as amended on reports filed 


; 
By Fiscal year 1955 Fiscal year 1956 Fiscal year 1957 
| 
| 


| Renego- | Renego- | Renego- | Renego- | Renego- | Renego- 
| tiation | tiation | tiation tiation tiation | tiation 
| Act Actas | Act | Actas | Act Act as 
| before |amended! before |amended| before | amended 


amend- and amend- and amend- and 
ment | extended ment | extended ment extended 


Reports screened and completed by head- | 

quarters action - 13, 200 12, 250 5, 400 | 3. 800 1,140 
Re ports requiring full (fie — renegotiation | | 

meee SS, ees aes 8, 800 4,250 | 3,600 2, 500 | 480 


Total screened_ "22, 000 16, 500 | 9, 000 | 6, 300 | 1, 620 
i 


It should not be assumed that new legislation exempting standard commercial 
articles and new durable productive equipment decreases the task of the Rene- 
gotiation Board. Actually, these revised statutes make more difficult the work 
of the Board because they make necessary the application of a very large part 
of the Board’s resources to the job of screening filings to assure that contractors 
do not use these exemptions as loopholes to wrongfully avoid renegotiation. 
Further, though the Board does contemplate reducing considerably future assign- 
ments to regional boards, filings assigned to the field will be hard cases involving 
more and larger refunds and requiring more of the detailed work involved in the 
complete renegotiation process. 


Comparative statement of expenses 





Dollars Percent 


| | 
Actual, Estimate, Estimate,| Actual, | Estimate,| Estimate, 
1954 1955 | 1956 | 1954 | 1955 1956 


; a 826, 826, 763 |4, 211,000 3, 989, 000 93. ‘i 93. 
EN id ela 58, 386 108, 000 94, 500 5 f 2. 
Transportation of things . nance 10, 454 6, 000 5,000 | 
Communication services : 3 99, 000 70, 000 | 65, 000 | 
Printing and reproduction 26, 021 25,000 | 19,000 


Other contractual services a a 25, 000 23, 500 
Newspapers and periodicals__------ ata a 50 50 
Supplies and materials_. - 30, 876 19,950 | 17,950 
Equipment- -__-- a cinerea 17, 638 oo 9, 000 
Taxes and assessments. 22, ¢ 665 7 27, 000 





PUG CROONER. os 5. caasaowuddacasts 5, 143, 144 \4, 500, 000. 4, 250, 000 
| 


Analysis of erpenses—Departmental activities 


01 Personal services: 
Total personal services, departmental] : 
Actual, fiscal year 1954 $1, 077, 225 
Estimate, fiscal year 1955 970, 000 
Estimate, fiscal year 1956 935, 000 
Actual, 1954: 
Positions 199 
Average employment 
Ustimate, 1955: 
VN ie Sse a ricci esthidesasare dees eat Satan waked *170 
Average employment 147 
Estimate, 1956: 
Positions 145 
Average employment 138 


2Plus 8 temporaries to be terminated in December. 


This estimate is for the salaries of those personnel in the departmental activ- 
ities of the Board. These activities include the offices of the Board members, 
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the Office of the General Counsel, the Office of Review, the Office of Accounting 
the Office of Assignments, the Office of Administration, the Office of the Secre- 
tary and the Committee on Screening and Exemptions. 

The Board is requesting funds to provide for 138 man-years of departmental 
full-time employment in fiscal year 1956. This compares with a total of 147 
man-years in 1955. 

Departmental activities fall into two general categories: Executive direction 
and staff operations. Following is detailed information on these groups: 


Executive direction 








Actual, fiscal year | Estimate, fiscal year | Estimate, fiscal year 
| 1954 1955 | 1956 
Average | | Average | Average 
Positions employ- Positions | employ- | Positions employ- 
ment | ment | ment 
. | | | 
Office of the Board 22 20.9 22 20 | 22 
Office of the Secretary | 4 | 3.8 | 3 3 | 3 
Office of Administration | 40 34.3 32 30 30 | 
Committee on Screening and | | 
Exemptions_._...__- 8 5 15 11 15 
WON. heesisninacnaned | 74 59. 5 72 64 70 67 
| 





Activities under this classification include the immediate Office of the Board 
Members, the Office of the Secretary, the Office of Administration and the Com- 
mittee on Screening and Exemptions. The Renegotiation Board, a statutory 
Board of five members, is responsible for the general administration of the 
Renegotiation Act. The Board establishes policies for all renegotiation opera- 
tions, and is responsible for review and final action in all renegotiation cases. 
The Secretary serves as an assistant to the Board, develops and schedules 
agenda for Board meetings, advises contractors of Board decisions, and acts 
as recording officer for formal meetings. The Director of the Office of Admin- 
istration is responsible for the internal administration and management func- 
tions of the Board, including budget, personnel and fiscal operations, reports and - 
forms control, travel, procedures, dissemination of information and cffice services 


HEADQUARTERS SCREENING PROCESS 


The Board has established a Screening and Exemptions Committee at head- ; 
quarters to examine those filings which are above the “floor.” In this process, 9 
filings which indicate renegotiable business above the statutory minimum of i 
$500,000 are examined to determined the acceptability of the contractor’s methods 4 
of segregation of sales and allocation of costs and other available information a 
is evaluated to determine whether or not to assign the filing to the field. | 

In those cases where contractor’s reports show losses or clearly indicate obvious 
nonexcessive profits in connection with renegotiable business, action on the case 
is completed at headquarters. Other cases are assigned to the regional boards 
for determination. This examination procedure lessens the amount of work that 
would otherwise be assigned to the regional offices. 

The recently enacted amendments to the renegotiation statutes, particularly 
those exempting producers of standard commercial articles from renegotiation, 
have considerably complicated the work of the Renegotiation Board. Through P 
establishment of the Screening and Exemptions Committee, the Board expects A 
to effect substantial savings in time and expense for both the contractor and the 
Government. An assignment can be completed at headquarters for a fraction 
of the average cost of completing an assignment requiring the full renegotiation 
process in the field. During fiscal year 1954, 6,784 cases were completed at the 
headquarters level by the screening process at a unit cost of approximately $40 
This compares with an approximate $660 unit cost of completing an assignment | 
requiring the full renegotiation process in the field in 1954. The improved : 
screening procedure and the creation of a Screening and Exemptions Committee | 7 
reduce the cost of completing cases in headquarters and the number of assign- 1 
ments to the regional boards in fiscal years 1955 and 1956. 
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ng, In fiscal year 1955 the Committee will screen approximately 16,500 reports and 
ere- it is estimated that they will withhold approximately 12,250 of them from assign- 
, ment. In fiscal year 1956, it is estimated they will screen 6,500 reports and 
ital withhold 3,800. 
147 
Estimate of re porns screened, withheld from assignment and assigned 
fion a a a ae ar a elie eal eee Aiea ee 
Actual, Estimate, | Estimate, 
fiscal year | fiscal year fiscal year 
1954 | 1955 1956 
Ranrts SORNNG 6... 523-3 e sen . | 11, 284 | 16, 500 | 6, 300 
eal Reports withbeld..........-...<..- pEreae 6, 784 | 2, 250 | 3, 800 
Reports assigned to fie MS cS, since Retans chee eine 4, 500 4, 250 | 2, 500 
age . . . . . . . 
Ov: In addition to its screening operations, this committee has the duty of de- 
nt termining that when contractors seek exemption from renegotiation, through 
the standard commercial articles exemption and the new durable productive 
20 equipment clauses, they comply with the statutes. To this end the committee 
will closely examine 3,000 contractors’ filings in fiscal year 1955 and 1,500 in 
‘i fiscal year 1956. 
Steff operations 
»b _ - —_—— —— —- ——_— —— —— 
| Actual, fiscal year | Estimate, fiscal year | Estimate, fiscal year 
1954 | 1955 1956 
yard Sal piaslesnteetcil sla ainsi allt coleae Neen eee 
: l 
a tds Average go | Average a | Average 
tory | Positions employ- Positions employ- | Positions | employ- 
the | ment - ment ment 
era- a Ee ene 
ASes, Office of Assignments_._-.---- 51 | 52.4 | 44 40 41 39 
‘ules Oftice of Accounting- _----- oe 24 | 18.0 17 | 13 9 9 
ee Office of Review... - és 37 28. 4 | 25 | 18 | 13 | 12 
acts Office of General Counsel. ..-- 13 | 12.6 | 12 | 12 | 12 | 1 
min- ~ | ———----- )o ao — - — --~ 
une- PO Riiccion tcn std besos 1125 | 2111.4 | 3 98 83 75 | 71 
and — — er ——— ——___ + + 
ices. : Permanent positions only. 
2 Permanent, 103.0; temporary, 8.4; total, 111.4. 
* Does not include 8 temporarys due to be terminated in December. 

The headquarters staff assists the Board in the formulation of policy, gives 
ead- technical guidance to and helps coordinate the activitise of the field organization 
cess, and performs certain steps in the processing of contractors’ reports. Reports 
n of nade by contractors are received in Board headquarters for examination and 
hods assignment for processing in the field. Members of the headquarters office also 
ition advise in the preparation of the Government’s case where the Tax Court of the 

United States is hearing appeals from determinations under prior acts. 
rious 
case Office of — ments 
ards aap beat Se c eee hata ae it acta 
that Actual, Estimate, Estimate, 

hig fiscal year fiscal year fiscal year 

larly | 1954 } 1955 | 1956 
tion, a a ae ne s ——$| —______|_—_ ee 
ough PE ied dea ak te icra ed pee thst aa a! aes | 51 | 44 | 41 
pects Average employme nt “(ma Se Oia aii cieemins aomenmeumaemnin 52.4 | 40 39 
ithe Ff) —— —______—— SEER 
ection Pe i - a : 4 ia ? 
ation ; The Office of Assignments maintains a mailing list of contractor and subcon- 
t the |) ‘actor names which it has obtained through procurement lists from the agencies 
$40, |) amed in the act, question 14 in the United States Corporation Income Tax 
ment teturn and miscellaneous sources. This list contains, at present, more than 
coved a 48,000 names of contractors to whom the Board annually mails information 
ittee | i forms. The contractors’ reports are received by the Office of Assignments 
sign- i where they are examined for completeness, searched for subsidiary, affiliated or 
p , controlled companies and recorded. The reports are reviewed to separate those 


ndicating a total of renegotiable business below the statutory minimum from 
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those above the statutory figure. Reports which indicate renegotiable business 
in excess of the $500,000 floor are examined for completeness by the Office of 
Assignments and forwarded to the Committee on Screening and Exemptions. 

The Office of Assignments is the control point for all reports which are assigned 
to the field organization for processing. 


Office of accounting 


Be | 

Actual, Estimate, Estimate, 

fiscal year fiscal year | fiscal year 
1954 


1955 


Positions 
Average employment (man-years) 


The Office of Accounting provides technical guidance and assistance to the 
field divisions of accounting. Members of this Office travel frequently to the 
regional boards for purposes of coordinating the operations of the accounting 
divisions in the field. This office also reviews for adherence to accounting prin- 
ciples those cases completed by the regional boards and assists the headquarters 
board with the accounting aspects of cases reassigned to the Board because of 
an appeal or internal process. 

Office of Review 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1954 1955 1956 








Members of this Office coordinate the application of principles and policies 
of renegotiation between the several regional offices and the headquarters, spend- 
ing a large part of their time traveling to the field for this purpose. The Director 
of Review has the responsibility of assuring the Board that a contractor who 
is renegotiated in one regional office is accorded the same treatment with respect 
to the statutory factors and Board policies that a contractor with similar business 
receives in another region. The Office of Review provides technical guidance 
to the regional board members and staff and reviews cases completed by the 
regional boards to assure compliance with all Board regulations and policy. 

The Office of Review is responsible for coordination between renegotiation and 
procurement activities of other Government agencies. The Office of Review makes 
available renegotiation results in certain cases to other agencies’ procurement 
personnel for use in their operations in order to help bring about close original 
pricing. 

The Economic Analysis Division of this Office extracts, analyzes, and main- 
tains financial data from completed contractor negotiations and from these 
compiles reports as required by the Board. 


Office of Ceneral Counsel 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 





Positions ieee 
Average employment (man-years) 


The General Counsel is the legal adviser to the Board, passing on legal prol)- 
lems arising out of all phases of the Board’s operation. He advises the Board 
on policies and procedures for the conduct and technique of renegotiation. The 
Office of General Counsel drafts all legal forms, agreements, and orders employed 
by the Board in the conduct of renegotiation. The General Counsel insures the 
legal accuracy and sufficiency of Board regulations and amendments and interpre- 
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tations thereof, staff bulletins, and other publications prescribing the conduct 
of renegotiation. He advises contractors with respect to legal problems under 
the Renegotiation Act, as amended. The Office of the General Counsel provides 
the necessary legislative assistance in the preparation of recommendations in 
proposed decisions in respect to granting of discretionary exemptions under the 
Renegotiation Act, as amended, and maintains liaison with the Department of 
Justice in respect to legal actions involving renegotiations before the Tax Court 
of the United States. 
Regional (field) activities 


Ps Ra Rae: 
Actual, Estimate, | Estimate, 
| fiscal year fiscal year | fiscal year 
1954 1955 


Total personal services, field ______ $3, 749, 538 $3, 241, 000 | $3, 054, 000 
oo oe ; 630 479 
Average employment (man-years) -- - 544.7 466 | 


451 


Yield activities are divided among four regional boards which conduct the 
major part of renegotiation operations. During fiscal year 1956, it is estimated 
that the field organization will receive approximately 2,500 new contractor-cases 
for renegotiation in addition to the carryover from fiscal year 1955, amounting 
to 3,770 cases, making a total workload for the year of 6,270. While all field 
assignments do not involve excessive profits, since the headquarters screening 
processes have eliminated those filings which represent losses or clearly indicate- 
no reasonable probability of excessive profits, the majority of these assignments 
require detailed analyses and do represent the “hard” cases. The regional boards 
develop accounting, financial and performance data concerning the contractors’ 
business, making plant inspections and conducting special studies where neces- 
sary, and confer with the contractors’ representatives to secure additional data 
prior to an excessive profit determination. The regional boards have been 
delegated final authority to determine excessive profits in those cases where the 
net renegotiable profit of the contractor, before taxes, does not exceed $800,000. 
In other assigned cases, the regional boards will make preliminary determina- 
tions and recommend disposition of the case to the statutory board. 

The unit of work in the renegotiation field activity is a renegotiation or “assign- 
ment.” The Board has set a production goal of 5,250 assignments for fiscal 
vear 1956. Due to the sizable cut made by Congress in our 1955 appropriation, 
we abolished our Washington regional board and assigned its backlog of cases 
io the New York regional board. Every possible effort has been directed toward 
increasing productivity in the remaining regional boards so as to clear away the: 
workload. The Board, in preparing its fiscal year 1956 budget has pushed its 
estimates of field production to a maximum, setting as its objective for 1956 
a production rate of 20 cases per professional man-year. We are projecting a 
continuing high rate of productivity despite the fact that the workload handled 
in fiscal year 1956 will be mode complex than the cases handled in previous 
years. The cases handled in fiscal year 1956 will be more complex because we 
Will be getting down to cases involving more refunds and greater areas of difficulty 
which will require more numerous conferences with contractors. Another factor: 
making for complexity in our 1956 workload is the revised renegotiation status, 
particularly the clauses exempting standard commercial articles and new durable 
productive equipment, which is more complex than the original 1951 Renegotia- 
tion Act before it was amended. 

It is contemplated (in order to maintain an economical and efficient organiza- 
tion) that we will materially reduce personnel in our regional boards when their 
workloads decline. The reduction of personnel in regional boards will reduce 
overall productivity, due to the time lost in transferring unfinished case work- 
loads and the reassignment of personnel. Personnel reductions in the regional 
boards also will make it necessary to pay terminal leave costs which add to our 
inan-year requirements but do not increase our productive capacity. 

An additional consideration in estimating our 1956 field requirements is the fact 
ihat, as we near the point of completion of our workload, our administrative prob- 
lems will steadily increase. Higher turnover of personnel, the irreplaceable loss 
of skilled and experienced accountants and renegotiations—both of which we 
must anticipate as we near the end of our operations—will undoubtedly lower: 
our per capita productivity and increase our case completion costs. 
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Since the Board anticipates a production rate of 20 cases per professional man- 
year and has set a production goal of 5,250 case completions, it has been deter 
mined that a total of 336 man-years of operating personnel (renegotiators, 
accountants, and clerical help in their divisions) will be required in fiscal year 
1956. These totals in tabular form follow : 


Personnel requirements for field operating divisions 


Production units (eases | m.,. oe 7 M: ~~ sail 
per man-year) lotal units completed |! fan-year requirements 


Position 


Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 








1955 1956 1955 | 1956 | 1955 | 1956 
| | 
aeaeanciaeasaeaat Saas |— cae aca ns cei i tae eens 
Accountant va 33 | 28 6, 000 180 | 185 
Renegotiator_.-_- ; 70 68 6, 000 5, 2! 85 | 77 
Clerical , ; $l 74 
SN La BES sthanaianadcoti on 5 bicins spike cts slaascaisiaiiaaa 

Total man-year require- | 

ment ‘ pated ane ; 346 336 


In addition to the operating groups described above, the 4 regional boards, 
each with 5 or more members and a group of technical assistants and admin- 
istrative people, will require a total of 95 man-years of regional board member, 
legal, procurement liaison, engineering, administrative and secretarial personnel 
in 1956 as compared to 120 man-years in 1955. It has been the Board’s policy 
to keep the service groups at a minimum. 


Summary schedule of regional personal services 


Actual, fiscal year Estimate, fiscal year Estimate, fiscal year uv 
1954 1955 1956 
Unit > ia : | ~ 
Average | Average |} Average 
Positions employ- Positions employ- Positions | employ- 
ment | ment ment 
Office of the Regional Board | vs 
Members 58 §1.7 48 47 39 38 W) 
Counse]-_-- 26 23. 4 18 18 | 14 | 13 
Administration 61 49.5 44 43 | 37 36 ‘ 
Procurement Affairs 16 13.9 1] 11 S 7 
Industria] Analysts ] 1.0 1 1 1 l 
Accounting - 311 264.7 | 235 228 233 223 
Renegotiation---- 157 140. 5 122 118 119 113 
Te anacddans 630 544.7 479 466 451 431 
shies chuinibcaiaa ‘ cS 
Explanation of estimates for other object-classes of expense a 
02 Travel: 
eee RR se oc Sa i eek ede cebneendenwes $58, 386 
ihe) BRP A NORE TOO ia cine kenectinire ce eebemeeenss 108, 000 rer 
Wathen te TeGkl: PORT BIO. ores ea dete a dcanesscmaun 94, 500 
Travel expense is estimated at $94,500 for fiscal year 1956. Funds for this O 


program will provide for trips to the plants and offices of contractors by oper- 
ating personnel, travel by members of the field organization to headquarters in 
connection with renegotiation hearings and appeals, and for staff supervision. 
We have estimated that approximately 2,300 contractors’ installations will be . 
visited in fiscal year 1956 compared to 2,500 in fiscal year 1955. Following is a I 
table reflecting estimated travel both in the field and headquarters, nes 











so »«¢ 
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an- FIELD 
er- 
yee 14 
4 oe = Travel days Total 
ar a rn Average Gioia 
. number |/— ; — 
Purpose siduen |. x per . i 
Fiscal | Fiscal | |... sot Fiscal | Fiscal day Fiscal | Fiscal 
yeal year ie ra year year year year 
- 1955 1956 1955 1956 1955 1956 
ents ntractor visits (2,500—2 persons) 1,700 | 1,615 134) 2,554 | 2, 423 $26 ($66, 400 | $63, 000 
aaa xecutive direction. 110 87 3 325 262 10 | 13,000 | 10, 500 
Procurement affairs 41 38 114 6§2 58 % 1,600 | 1, 500 
year -|— | . | a 
6 eee cn wtcsinies eee | : 81, 000 | 75, 000 
185 HEADQUARTERS 
74 ; - 
— Executive direction x7 66 3 262 198 $40 $10,500 | $8, 009 
echnical guidane? 1s 38 i 190 e 152 40) 7, 600 6, 000 
336 ieneral administration 37 3 2 75 62 40 3, 000 2, 500 
rocurement affairs S 3 4 33 12 10 1, 300 500 
ae ntractor visits 58 32 2 115 64 40 4, 600 2, 500 
rds, Total headquarters & 27,000 | 19, 500 
min- af | 
‘ber Grand total neo | 108, 000 | 94, 500 
nne!| = ——— cae aie 
icy a ; s 
icy The Board has established tight control over the use of travel funds. All 
requests for travel are reviewed by a central authority in each region and in 
the headquarters. A system of scheduling is followed to insure the most efficient 
use of the Board's travel funds and manpower. 
vear “3 Transportation of things: 
: POC Cal TINGE VORP TOUS 5 on i ee Ss Soe $10, 454 
a Estimate, fiscal year 1955.._......_.~_ : : rs 6, 000 
wero DES, TRU TORE IG iis ik ti tine ahaa 5, 000 
— This expense of $5,000 in 1956 is to provide for following: handling of f. o. b. 
i leliveries at the Detroit Regional Board where GSA services are not available; 
for express shipments; and for permanent changes of station by personnel who 
3g will serve in key positions for which qualified applicants cannot be found locally. 
a (4 Communication service: 
7 metual, Reeel ear Ie os ke eee : SS: $99, 000 
me Estimate, fiscal year 1955_-__-.---__-_- aah nadaeida 70, 000 
113 Estimate, fiscal year 1956_--_--__- oS Ss ea cee 65, OOO 
43] hese services will require funds amounting to $65,000 in fiscal year 1956 and 


nclude provision for all communication needs. In addition to local telephone 
services in each of the regional boards, extensive communication services are 
ejuired to tie together the field organization with its wide geographical dis- 
tribution and the Washington headquarters. Wherever possible, savings in 
travel funds are made by communicating with contractors by letter, telegram 


8, 386 telephone, in that order of precedence. It is estimated that $50,000 will be 


8, OOO required for telephone, teletype, and telegraph service. Our postage costs in- 
4, 500 luding special handling are estimated at $15,000. 

r this 6 Printing and reproduction : 

oper- Kstimate, fiscal year 1954_______ cig ash. Spe Re oe $26, 021 
ers in Estimate, fiscal year 1955____ basaiisiseapmig te seed bain yh ae Poca a 25, 000 
ision. Estimate, fiscal year 1956_____ Sa a i ee i ee Ue 19, 000 
‘ill be Included in this estimate of $19,000 for 1956 are provisions for the printing of 


gis a reports, administrative manuals, and guides and the purchase of regulations, busi- 
hess reports, and special financial data. Expenses are estimated as follows: for 
the printing of letters of preliminary inquiry and renegotiation forms, $7,000; for 
idministrative manuals, reports of renegotiation, operating guides and renego- 
tiation regulations, $7,000; for the purchase of special business reports and 
financial data, $2,500; and for letterheads, envelopes, and miscellaneous other 
printing, $2,500. 


ao 


62275—55 
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07 Other contractual services: 
Actual, fiscal year 1954 5 
metimate, fecal year 2000..c............-..... i cate al arate 
Estimate, fiscal year 1956 


An estimated amount of $23,500 is requested for 1956 to provide for security 
and loyalty investigations; repairs; maintenance, and service of Government. 
owned vehicles; repairs to office equipment and furniture; internal moves and 
relocations; repairs and alteration of leased buildings; contract-reporting sery- 
ices and contract-tabulating services. Approximately 25 loyalty or security in- 
vestigations (costing $200 each) will be necessary in 1956, at a total cost of 
$5,000. Following are estimated costs of other contractual services: moves, re- 
locations, and building alterations, $3,700; repairs to furniture and machines, 
$1,500 ; storage and maintenance of motor vehicles, $1,300. The cost to the agency 
of the new Government-insurance program is estimated to be approximately 
$12,000. Despite the new additional cost of the insurance program in fiscal year 
1955 and fiscal year 1956, our estimates for contractual services are considerably 
reduced over our 1954 aetual costs, due to the greatly reduced anticipated number 
of security investigations, moves, relocations, and building alterations. 


O08 Supplies and materials: 
Actual fiscal year 1954 : ‘ _...- $80, 876 
Ir nn CUNO UN cre sede aac ue ie ces ta . 20,000 
Estimate fiscal year 1956___- . 18, 000 
Funds in the amount of $18,000 are requested to provide for the necessary 
office supplies at all locations of the Board. Of this amount, $5,000 is required 
for maintenance of followup mailing lists and forms, the balance is for normal 
office requirements. 
09 Equipment: 
Actual fiscal year 1954 ‘ ew siet, eg Con 
Estimate fiscal year 1955 10, 000 
Estimate fiscal year 1956 " _ 9,000 
An estimated $9,000 is required in 1956 to provide furniture, equipment, office 
machines, and filing cabinets at the various Board offices. The Board has estab- 
lished strict controls over the purchase and use of office equipment. Office 
machines, typewriters, calculators, etc., will be authorized only where need is 
proven. These estimates are based on minimum requirements and _ include 
provisions for standard equipment in all Cases. 
15 Taxes and assessments: 
Actual fiscal year 1954 $22, 665 
Estimate fiscal year 1955 25, 000 
Estimate fiscal year 1956 27, 000 
Funds under this title amounting to $27,000 are required to pay the Board's 
“Employer’s contributions’ under the Social Security Act Amendments of 1950 
(Public Law 734, 81st Cong.) Approximately 40 percent of the Board’s employees 
ere under the social-security law rather than the regular civil-service retirement 
system. 
REDUCTION IN PERSONNEL 


Senator Magnuson. Do any of the other members of the Board 
desire to make any statement ? 

Senator Porrer. I do not know whether Mr. Roberts has referred 
in his statement to this item. 

How many people would have to be released if the House cut went 
into effect ? 

Mr. Roserrs. Senator Potter, I think somewhere around 30 to 40 
people would have to be released. 

The nature of our operation is such that, as you can see from our 
discussion here this afternoon, we require the highest type people that 
we can possibly hire. 

Senator Macnuson. I might interrupt there. Would this cut 
merely hit personnel ? 
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Mr. Ronerrs. Yes, sir; 93.9 percent of our budget goes for personnel. 

Senator Macnuson. As you point out, they would have to be in the 
higher bracket. 

‘Mr. Ropzerts. Yes, sir, and that is where it would hurt us. These 
trained high-grade people that we have been able to induce to work 
for the Government at considerable sacrifices in most cases would be 
those cut. 

PROSPECT OF REDUCTION OF BACKLOG 


Senator Magnuson. If the Senate should restore this item and keep 
you moving, as it were, on all four wheels, do you think next year you 
will come back and say you have a backlog close to this one? 

Mr. Roserrs. Mr. Chairman, I appreciate your bringing that out 
because the backlog, I believe, with our present approach, can be 
largely eliminated next year and this agency can ask for substantially 
less money. 

Senator Maenuson. As long as we do not keep passing legislation. 

Mr. Roserts. No. My last statement was contemplating the exten- 
sion of the act. 

Senator Macnuson. Mr. Roberts, we will leave the record open 
for a few days in case there is anything which you want to add or 
change or correct. 

Mr. Roserts. We appreciate that. 


SECURITIES AND EXCHANGE COMMISSION 


STATEMENTS OF RALPH H. DEMMLER, CHAIRMAN; PAUL R. 
ROWEN, COMMISSIONER ; CLARENCE H. ADAMS, COMMISSIONER; 
J. SINCLAIR ARMSTRONG, COMMISSIONER; A. JACKSON GOOD- 
WIN, COMMISSIONER; EDWARD T. TAIT, EXECUTIVE ASSISTANT 
TO THE CHAIRMAN; JOHN V. BOWSER, EXECUTIVE DIRECTOR; 
BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
FINANCE; ROBERT A. McDOWELL, DIRECTOR, DIVISION OF COR- 
PORATE REGULATION; VITO NATRELLA, DIRECTOR, DIVISION 
OF TRADING AND EXCHANGES; JAMES J. RIORDAN, BUDGET 
OFFICER; AND WILLIAM H. TIMBERS, GENERAL COUNSEL 


RESTORATION OF HOUSE CUT 


Senator Magnuson. We will next hear from the Securities and Ex- 
change Commission. 

Before the Chairman testifies, I think the record should show that 
your appropriation for 1955 was $4,750,000, your budget estimate for 
this year was $4,997,000. The House allowed you $4,875,000. That 
is plus $125,000 over your 1955 appropriation, but $122,000 under your 
1956 estimate. You are asking for the restoration of the $122,000. 

Mr. Demauer. That is right, sir. 

Senator Magnuson. We will place in the record your reply to a let- 
ter sent to you by me asking for information in regard to this cut, 
as well as a summary from your justifications. 
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(The letter and summary referred to follow :) 


SECURITIES AND ExCHANGE COMMISSION, 
Washington, D. C., April 7, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of Independent 
Offices Appropriation Bill, 1956, 
United States Senate, Washington, D. C. 

My Dear SENATOR MAGNUSON: This in reply to your letter of March 29, 1955, 
in which you request information as to changes in the independent offices appro- 
priation bill, 1956 (H. R. 5420), which we deem necessary in the public interest, 
The bill, as passed by the House of Representatives, provides $4,875,000 for the 
Securities and Exchange Commission, which is $122,000 less than approved by 
the Bureau of the Budget. 

The Commission considers that the budget estimate of $4,997,000 is the very 
minimum required to maintain effective standards for the protection of the 
investing public, to perform the duties prescribed by the statutes it adminis. 
ters, and to carry out the statistical program outlined by the Office of Statistical 
Standards for the use of the Council of Economic Advisers, 

We respectfully request that the following changes be made in the bill: 


ProroseD CHANGES—H. R. 5420, PAGE 25 
(House hearings, p. 492) 


SECURITIES AND EXCHANGE COMMISSION 


Line 12: No change. 

Line 13: No change. 

Line 14: Strike out “$125,000” and insert in lieu thereof $138,360.” 
Line 15: No change. 

Line 16: Strike out “$4,875,000” and insert in lieu thereof “$4,997,000.” 


HEARING 


We respectfully request the opportunity to appear before your committee. 
Sincerely yours, 
RALPH H. DEMMLER, Chairman. 


SECURITIES AND EXCHANGE COMMISSION—JUSTIFICATION OF THE 1956 Bupcet 
ASTIMATE 


STATUTORY AUTHORITY 


The Securities and Exchange Commission was created by act of Congress 
entitled “The Securities Exchange Act of 1934.” It is an independent, bi- 
partisan, quasi-judicial agency. 

The laws administered by the Commission relate in general to the field of 
securities and finance, and seek to provide protection for investors and the public 
in their securities transactions. They include (in addition to the Securities 
Exchange Act of 1934), the Securities Act of 1933 (administered by the Federal 
Trade Commission until September 1934), the Publie Utility Holding Company 
Act of 1935, the Trust Indenture Act of 1939, the Investment Company Act of 
1)40, and the Investment Advisers Act of 1940. The Commission also serves as 
adviser to Federal courts in corporate reorganization proceedings under chavter 
X of the National Bankruptey Act. 

Duties 

The principal duties of the Commission under the above statutes are: 

1. Securities Act of 1933.—Under this act, the Commission has the duty to 
administer a law which has two basic objectives: (a) to provide investors with 
financial and other information concerning securities offered for public sale; and 
(b) to prohibit misrepresentation, deceit, and other fraudulent acts and prac 
tices in the sale of securities generally. 

2. Securitics Exchange Act of 1934.—Under this act, the Commission is 
charged with the duty of requiring the filing of registration applications and 
annual and other reports with national securities exchanges and the Commission 
hy companies whose securities are listed upon the exchanges. 
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The act also requires registration with the Commission of national securities 
exchanges, brokers and dealers engaged in an over-the-counter securities busi- 
ness, and national associations of such dealers. Their activities and practices 
are subject to regulation by the Commission in the interest of maintaining just 
and equitable principles of trade for the protection of investors and the public. 

The act also subjects to Commission regulation, short sales, stabilizing, floor 
trading, the activities of specialists and odd-lot dealers, and such matters as 
excessive trading by exchange members. It further provides for control of the 
use Of credit to finance the purchase of securities listed and registered on ex- 
changes through the establishment of minimum margin requirements by the 
Board of Governors of the Federal Reserve System. 

3. Public Utility Holding Company Act of 1935.—This act has two primary 
objectives: (1) regulation and control by the Commission, in accordance with 
prescribed standards, of the purchase and sale of securities, properties, and other 
assets by companies comprised within electric and gas utility holding company 
systems, their intrasystem transactions, service and management arrangements, 
etc.; and (2) limit system operations to physically integrated and coordinated 
properties, and by simplification of complex corporate and capital structures and 
adjustment of voting inequities among holders of securities of such companies. 

4. Trust Indenture Act of 19389.—The rights and interests of purchasers of debt 
securities issued under mortgage indentures and sold publicly are safeguarded 
through provisions of this act requiring elimination of exculpatory clauses from 
and inclusion of protective provisions in indentures. The act also requires that 
the indenture trustee, who as a representative of the debt holders has the duty to 
see that the covenants in the indenture are adhered to, shall be “independent” 
and free of any interests which might conflict with the proper exercise of his 
duties. 

5. Investment Company Act of 1940—This act provides for the registration 
with the Commission of investment trusts and investment companies, and sub- 
jects their activities to regulation in accordance with prescribed standards in 
the interest of protecting investors. 

6. Investment Advisers Act of 1940.—Persons who, for compensation, engage 
in the business of advising others with respect to their security transactions 
must register with the Commission. 

7. National Bankruptey Act, chapter X.—To aid the Federal courts in the ad- 
ministration of the affairs of debtor corporations being reorganized under chap- 
ter X, the Commission participates actively as a party to the proceedings in 
those cases in which a substantial public interest in involved. 


SUMMARIZATION OF BUDGET ESTIMATE 


The table on the next page gives a summary of the budget estimate. It shows, 
by divisions and offices the man-years and money expended in fiscal 1954, the 
allotment of positions for 1955, the changes proposed for 1956 and the totals for 
1956. Similar data is supplied for all items of “Other obligations.” 
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GENERAL STATEMENT 


Senator Magnuson. You say that on line 12, you want no change 
On line 14, you want to increase the travel from $125,000 to $138,560 
Is that correct / 

Mr. Demotuer. That is correct, sir. 

Senator Magnuson. You want to strike out $4,875,000 and inser 
in lieu thereof $4,997,000. That is the budget estimate. 

We will be glad to hear from you. 

Mr. Demnuer. Mr. Chairman and members of the committee, | 
want to thank you very much for the opportunity to appear before yo 
today with respect to the 1956 budget estimate of the Securities an 
Exchange Commission. 

I want to introduce those who are with me. Commissioner Pau! 
R. Rowen of Massachusetts: Commissioner Clarence H. Adams of 
Connecticut ; Commissioner J. Sinclair Armstrong of [llinois. 
cidentally, the President has announced he intends to designate hin 
as Chairman when my resignation becomes effective upon the confirma 
tion of my successor as a member of the Commission. My resigna 
tion has been accepted subject to that confirmation. 

Also I will introduce Commissioner A. Jackson Goodwin. He is 
from Alabama. 

Tn addition the following members of the staff are here: Edward T 
Tait, Executive Assistant to the Chairman: John V. Bowser, Execu 
tive Director: Byron D. Woodside, Director, Division of Corporatio: 
Finance: Robert A. McDowell, Director, Division of Corporate Regu- 
lation: Harold C. Patterson, Director, Division of Trading and Ex 
changes: Vito Natrella, Division of Trading and Exchanges; Jame: 


J. Riordan, Budget Officer, and William H. Timbers, General Counse! 
BUDGET REQUEST 


The Commission’s 1956 budget estimate was approved by the Pre 
dent in the amount of $4,997,000, which is a net increase of $247.00) 
over the appropriation for the current fiscal year. It is $3,000 less 
than our appropriation for fiscal 1954 and $248,000 less than the appr’ 
priation for fiscal 1953 

At this point I would like to observe that under our appropriatio 
for the current fiscal year we have found ourselves rather badly 
crippled. We have not quite made ends meet, but we are making 
progress toward making them meet. Among other things, we loaned 
out needed personnel on reimburseable basis to other agencies of Gov 
ernment. We have 10 people so loaned at this time. 


UNCOMPENSATED OVERTIME 


In addition, there has been a considerable amount of uncompensated 
overtime. I would say that we have been overworking some members 
of our staff. 

Our regional administrator in Denver has had a heart attack. He 
has been compelled to retire. Our regional administrator in Bostoi 
has had a heart attack. I do not say that those attacks are necessar'|) 
the result of overwork, but I think that at the pace that we have bee 
working our people it cannot be said to be unconnected with the result 
that I have just mentioned. 
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Senator Porrer. You do not think your agency is a good place for 
a vacation ? 

Mr. Demater. No, sir. 

The budget submission for fiscal 1956 provided 26 additional posi- 
tions for our field office; 14 new positions for the Division of Trading 

nd Exchange; of which 8 positions are to improve the financial re- 
ports which we prepare as a part of the Government’s overall statistical 
program ; an increase of $15,360 for travel expenses ; and an additional 
80,000 to print 8 volumes of the Commission’s Decisions; also, there 
were some minor adjustments in costs for other purposes. 

Senator Magnuson. Right there, so that we can clear that up, | 
understand that there is no comprehensive printing of your decisions 

tall, no code, as we lawyers say. 

Mr.. Deaauer. I will cover that point later in the statement, if I 
may, Senator Magnuson. 

senator Magnuson. Allright. Go ahead. 


LIMITATION ON TRAVEL 


Mr. Demuirr. The independent offices appropriation bill, as passed 
by the Tlouse, reduced the proposed appropriation by $122,000 to 
<4.875,000. Also, the language now in the 1956 appropriation bill in- 
cludes a limitation of $125,000 on the amount which may be e xpended 
for travel expenses, as compared with $158,360 in the budget estimate. 

Senator Magnuson. What is it now / 

Mr. Demnuer. One hundred twenty-five thousand dollars. 

Senator Exinenper. For the current year it is what? 

Mr. Demnurr. For the current year $125,000. Our estimate pro- 
vided $138,360 for travel and it was reduced to $125,000 by the House. 
We have asked for 26 new positions in the field offices which appar- 
ently the House is willing to let us have 

Since the new field employees are going to spend part of their time 

a travel status, it seems to me this money necessarily must be added 
for their travel expenses. 


LENDING EMPLOYEES TO OTHER AGENCIES 


Senator ELLENDER. Reverting to your statement a minute ago about 

ending out LO people, did you do that in order to maintain your 
force ¢ 

Mr. Demuier. We did that in order that we wouldn’t run out of 
money before the end of the current fiscal year. 

Senator Etitenper. This work was done for some other agency ? 

Mr. Demuuer. That is right. We are letting our own work suffer 
by lending out our employees to other agencies on a reimbursable 
basis, 

Senator Enienper. I see. But did your Commission benefit by 
that ¢ 

Mr. Demmuer. Not at all. 

Senator ELLeNpEeR. You certainly did it in order to maintain your 
force until such a time as you would get more money to have them 
work for you? 
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APPLICATION OF REDUCTION 


Mr. Demaurr. Certainly. 

The report of the Committee on Appropriations of the House states 
that— 
the additional amount over 1955 is for an increase in field activities * * *. 
From this it appears that the Commission has administrative discre- 
tion to apply, as it sees fit, the reduction of $122,000 after leaving in- 
tact the funds requested for the field offices. On this basis the follow- 
ing reductions in the budget estimate are involved : 

Item Amount 
Travel exp : $13, 360 
iy rinting 8 volumes of me C ommission’ s deci ision 80, 000 

28, 640 


TRAVEL EXPENSES 


Now, taking up these items of reduction one by one, we come to 
travel expenses. 

The reduction of $18,360 in travel expenses will materially lessen 
the effectiveness of the additional broker-dealer inspectors and securi- 
ties investigators approved for 1956 by the House of Representatives. 
The 26 additional positions requested for regional offices include 5 
securities investigator positions and 9 broker-dealer inspector posi- 
tions. 

We have 9 regional offices and 4 branch offices. Most of these offices 
cover large geographic areas. Investigators and inspectors to be 
effective must spend nearly one-half of their time in a travel status 
away from their duty stations. The additional funds requested for 
travel are needed to obtain tangible results from the services of the 
additional field personnel which the House bill allowed us. 

In fiscal 1956 it is expected that 2 employees of the Division of 
Corporate Regulation will spend the major portion of their time in 
examining ac tivities of service companies which are subject to section 
13 of the Public Utility Holding Company Act. Only minor work 
has been done in this area in the past 8 years. Recent examinations 
of service company reports indicate that the Commission should be 
better informed on this subject. It will require an estimated amount 
of $3,360 to cover the travel expenses of the 2 employees who will be 
assigned to make the examinations. 

It is respectfully and urgently requested that the limitation on 
travel expenses be restored to $138,360. 


SERVICE COMPANIES 


Senator Haypen. What is a service company ? 

Mr. Demmuer. A service company is a company which renders 
financial and engineering services to public utilities companies. 

Senator Haypen. Without owning any stock in the companies? 

Mr. Demoter. It may be. The service companies which are under 
rather strict regulations by the Commission are the service companies 
which are owned by public utility holding companies. 
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There are also independent service companies which are not owned 
by the holding company and have no affiliation. 

There are different statutory rules and different Commission rules 
applies able to the several types. 

Then there are shadings, such as service companies which were 
formerly subsidiaries of public utility holding companies, but which 
are no longer subsidiaries of a public utility holding company. 


INVESTIGATORS AND INSPECTORS 


Senator Etienper. Of the number of jobs you are asking for, you 
mentioned that 5 of them would be security jobs, as I remember. 

Mr. DemMter. Securities investigator positions and 9 broker-dealer 
iusspector positions. 

A securities investigator is one who investigates violations and a 
Looker-dealer inspector makes routine inspections of broker-dealer’s 
books and records. 

Senator Exienper. It has nothing to do with inspecting of person- 
nel for security ? 

Mr. Demmter. No. 


ELECTRIC BOND & SHARE CO. 


Senator Magnuson. Mr. Demmler, you mentioned service com- 
panies. You meant not public utility but private utilities subject to 
public regulation. Would Ebasco be one of those ? 

Mr. DemMier. Yes. 

Senator Magnuson. Have you looked at them lately ? 

Mr. Demmuer. We are looking at Ebasco in connection with the 
application of Electric Bond & Share Co. for an exe mption from the 
Holding Company Act and for its conversion into an investment 
company. 

Senator Magnuson. But the addition of this personnel would go 
for some of those things? 

Mr. Demotier. That is right, Mr. Chairman. 

Section 13 of the Public Utility Holding Company Act gives the 
Commission very broad jurisdiction on the subject of service com- 
panies. Even unaffiliated service companies file and submit reports 
to us. The reports raise many potential avenues of inquiry, and 
frankly, since about 1945, they have not been analyzed with any degree 
of thoroughness until comparatively recently. We want to go on 
with that. 

Senator Magnuson. Go ahead. 


PRINTING DECISIONS AND REPORTS 


Mr. Demmuer. The next subject is that of the decisions and reports 
of the Commission. 

The decisions rendered by the Commission since January 1, 1949, 
have not been published in printed volumes because of the lack of 
funds. The material on hand to be printed will comprise 8 volumes, 
which, at an estimated cost of $10,000 per volume, will require 
$80,000. 
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It is important that these decisions be printed. The printed vol- 
umes afford reference material for the Commission's personnel, prac- 
ticing attorneys, and others interested in the activities of the Com- 
mission. Printed volumes of Commission's decisions are of the same 
importance in litigation as printed reports of court decisions. At 
present, when a Commission case is before a court, it is necessary to 
refer to unindexed mimeographed releases, which are often out of 
print, and which are not readily available to the court. The assembly 
of these releases is a cumbersome and time-consuming process for 
the Commission staff, for lawyers, and the courts. 

The long delay in the publication of the decisions is disadvan- 
tageous to all concerned. We respect fully request that funds to print 
these decisions be made available to the Commission in fiseal 1956, 


COMMUNICATION 


I would like to add here and I would like leave to supply for the 
record, 1f I may, Mr. Chairman, the faet that we received a letter 
from the securities committee of the American Bar Association in 
1954 requesting us to please bring the published reports of the Com 
mission up to date. 

The letter referred to follows :) 

AMERICAN DBArn ASSOCTATION, 
COMMITTEE ON FEDERAL REGULATION, DIVISION OF SECURITIES, 
Philidelphia 5, Pa., July 2, 1954. 
Mr. RAtpu H. DEMMLER, 
Chairman, Securities and Exchange Commission, 
Washington 25, D.C. 


Dear Mr. DEMMLER: It has occurred to some of our committee that it would 
be extremely helpful to practitioners before the Commission if the Commission 
would cause its bound volumes of published Commission decisions to be brought 
substantially up to date and kept up to date. As you know, the latest bound vol- 
ume, No. 27, brings the decisions only up to April 1948. It would seem to us to be 
practicable to keep the bound volumes not more than 6 months behind the times. 

Sincerely yours, 
JOHN Muterorp, Acting Chairman. 


REPORTS PRINTED THROUGH 1949 


The re ports are bound from 1934 through 1949 but sinee then sub- 
sequent reports have not been bound. At the end of fiseal 1954, we 
had about $10,000 left at the end of the vear and we printed one volume. 

Senator Haypen. By “bound” you mean printed ? 

Mr. Dewnuer. Printed. 

Senator Magnuson. Indexed like the code? 

Mr. Deauer. It is like a volume of the Supreme Court Reporter. 


PAPER SHORTAGES 


Senator Magnuson. Is it not true that some of the reasons that 
you are behind is also because during the war years you had paper 
shortages and everything else? 

Mr. Demuier. That is what I wanted to say, Senator. 

Senator Magnuson. Also, I understand that vou seldom have these. 

Mr. Demuuer. Well, the Government Printing Office did during 
the war. } 
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Senator Magnuson. And it may be possible, if they are brought up 
to date, or as near up to date as you can get them, that over a long 
period the sale of these volumes used by lawyers for litigants might 
well make up this cost. 

Mr. Demuer. It would make up part of the cost. 

Senator flaypen. I can understand how a shortage of a paper dur- 
in@ the war would cause that, but how is it that you did not print 
anything since paper became plentiful ¢ 

Mr. Demher. What happened, Senator, is that between 1942 and 
1946, the printing fell behind and it never caught up. We have been 
trying to catch up, but up to now we have brought them up only to 
1949. The last few years we have not had the money to print them. 
We are falling farther behind. 

Senator Magnuson. Was this $80,000 presented to the House ¢ 

Mr. Demhuerr. Yes, sir. 

Senator Magnuson. What did the House say ‘ 

Mr. Demuirr. Well, I thought we received a right sympathetic 
hearing. 

Senator Dirksen. You got sympathy but no action. 

Mr. Demner. That is right, Senator Dirksen. 


INTEREST OF JOINT COMMITTEE ON ECONOMIC REPORT 


Senator Magnuson. At this point I want to place in the record a 
letter from the Jomt Committee on the Economic Report by Senator 
Sparkman, pointing out the importance of getting these volumes. 

(The letter referred to follows :) 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON THE ECONOMIC REPORT, 
April 18, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government 
Matters, Appropriations Committee, United States Senate, Washington, 
D. C. 

DEAR SENATOR MAGNUSON: The 1956 budget for improvement of statistical pro- 
grams included items for expanding the joint financial reports program of the 
Securities and Exchange Commission and the Federal Trade Commission. This 
program is the only source of current figures on profits, sales, and other financial 
items for all sizes of manufacturing corporations and the requested increase is 
to expand the coverage to other kinds of business than manufacturing. Alterna- 
tive sources of such information are compiled from the published quarterly re- 
ports of large corporations and frequently, as at present, the changes in the finan- 
cial condition of small and middle size corporations are different from those of 
large companies, 

The Joint Committee on the Economic Report has a vital interest in having 
available to its members, to other Members of the Congress, to officials of the 
executive branch, and to the public, information needed to appraise economic 
conditions and trends. As the Senate member of the Subcommittee on Economic 
Statistics of the Joint Committee on the Economic Report, I have a special in- 
terest in supporting such essential items as the financial reports program. The 
data from this program have been useful also in the past in analysis of small 
business by the Select Committee on Small Business of which I am chairman. 
The panel of distinguished economists from business and labor testifying on 
February 9, 1955, before the Joint Committee on the Economic Report regard- 
ing the economic statistics program unanimously endorse the budget proposals 
for statistics including these items. 

The House Committee on Appropriations recommended only $60,000 of the 
$135,000 increase requested by the Federal Trade Commission and only $4,400 
of the $33,000 increase requested by the Securities and Exchange Commission for 
improving their current economic statistics. All of the $135,000 for the Federal 
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Trade Commission and $19,000 of the $33,000 for the Securities and Exchange 
Commission would have been used to expand and improve the joint FTC-SKC 
quarterly financial report program. Because the program is conducted jointly 
by the Federal Trade Commission and the Securities and Exchange Commission, 
the needed expansion and improvements can be achieved only if both agencies 
are granted increases. If the House action stands and only the Federal Trade 
Commission is granted an increase, the expansion of the program to cover retail 
and wholesale trade corporations and some of the technical improvements re- 
quested will not be possible. And the planned expansion and improvements 
cannot be fully carried out unless the total request is granted. 

The House committee report urges that the financial report be made self- 
sustaining. The Federal Trade Commission and the Securities and Exchange 
Commission have said they will do all they can within the limits of their present 
legislation (and will request new legislation if necessary) to put the report on 
a subscription basis for which a fee will be charged. Under present legisla- 
tion, however, any funds obtained from the sale of the report will be credited 
to “Miscellaneous receipts (Treasury)” and not to the Federal Trade Commis- 
sion and the Securities and Exchange Commission, and therefore would not be 
available to FTC and SEC to use in defraying the costs of the financial reports 
program. If the needed improvements in these economic indicators are to be 
achieved, as the many users of the statistics have urged, the funds to finance them 
must come from appropriations. 

The remaining $14,000 for SEC would have been used to improve its statistics 
on plant and equipment expenditures and individuals’ savings. 

The improvements in SEC’s plant and equipment expenditures and individuals’ 
savings estimates, two other very important economic indicators, were requested 
and supported by the same groups who requested improvements in the financial 
reports program. 

I would like to request, therefore, careful consideration of these items in the 
Securities and Exchange Commission and the Federal Trade Commission appro- 
priations requests. 

Sincerely yours, 
JOHN SPARKMAN. 


STATISTICAL PROGRAM 


Senator Magnuson. Proceed. 

Mr. Demoter. The next subject concerns statistics. 

The Securities and Exchange Commission has been designated by 
the Bureau of the Budget to prepare certain financial reports and con- 
duct specific studies as a part of the Government’s overall statistical 
program. ‘Two series of reports are compiled and published jointly 
with other agencies of the Government: one with the Federal Trade 
Commission, and one with the Department of Commerce. Briefly 
stated, the studies for which additional funds were requested, are: 

(a) Quarterly financial report (jointly with Federal Trade Com- 
mission): These reports present balance sheet and income account 
data quarterly of all United States manufacturing corporations. 

(6) Plant and equipment expenditures for the United States busi- 
ness (jointly with the Department of Commerce) : This series, pub- 
lished quarterly, provides estimates of expenditures by business on 
plant and equipment for the current quarter and anticipated expendi- 
tures for the two following quarters. This provides a trend and a 
forecast of business activity. 

(c) Individual’s savings: This material, published quarterly, pre- 
sents estimates of the volume and composition of individuals’ saving. 
It is the only overall study which provides information on the various 
types of saving and supplements the estimate of total saving prepared 
by the Department of Commerce. This is useful to the Government in 
determining fiscal policy. 





alice 
SEC 
intly 
sion, 
ncies 
‘rade 
etail 
S re- 
1ents 


self- 
anve 
sent 
rt on 
risla- 
dited 
imis- 
ot be 
ports 
to be 
them 


istics 


fuals’ 
ested 
ncial 


n the 
ppro- 


d by 
con- 
tical 
intly 
rade 
‘efly 


Jom- 
ount 


busi- 
pub- 
Ss on 
endi- 
nd a 


pre- 


ving. 
rious 
yared 
nt in 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 77 


Last summer it was recommended by representatives of the Office 
of Statistical Standards that the Commission request additional funds 
in its 1956 budget estimate to extend the coverage of the financial re- 
ports series, prepared jointly with the Federal Trade Commission, to 
trade and mining corporations; to improve the statistics prepared 
jointly with the Department of Commerce with respect to plant and 
equipment expenditures ; and to make recommended improvements in 
the Commission’s study of individuals’ savings. 

The following additional amounts were included in the budget esti- 
mate for these purpose: 

For financial reports (with Federal Trade Commission) , 5 positions, 
at a cost of $18,640. 

For plant and equipment expenditures and study of saving, 3 posi- 
tions, at a cost of $14,410. A total of 8 positions, in the amount of 
$33,050. 

Senator Eiienper. Is this additional information in keeping with 
the Commission’s work or it is something extra that is being imposed 
on you ¢ 


STATISTICS USED BY OTHER AGENCIES 


Mr. DemMter. I would say that some of this information which 
we gather comes to us in the performance of our normal duties and 
some of the statistics we would probably prepare for our own house- 
keeping purposes. ‘To answer your question directly, some of this 
statistical material which we gather and publish, either alone or with 
other agencies of Government, i is the result of an allocation of respon- 
sibility, what you might call the efforts of the Office of Statistical 
Standards of the Bureau of the Budget which allots to the several 
agencies of Government responsibility for preparing statistics of one 
type or another. 

The statistics are used by the Joint Commission on the Economic 
Report, they are used by the Government in fiscal planning, and 
they are used by the Federal Reserve Board. In other words, it is a 
part of an overall statistical program and it would not be possible to 
say that we prepare such a series of statistics under section so and so 
of such and such an act. 


AUTHORITY FOR STATISTICAL PROGRAM 


Senator ELLENDER. Well, the question I wanted to ask you is this: 
Is it within the scope of the Jaw under which you are : acting ? 

Mr. DemMMter. It is within the scope of the law under which we 
are operating but I would say it is not mandated by the law. 

Senator Maenuson. If the Senator from Louisiana is thinking like 
[ am thinking, I think we got you off in the wrong field. 

If the Department of Commerce wants to have » statistics, they ought 
to come in here and ask for them. 

You were created to protect a public interest in the sale of secur- 
ities and, as you say, be a policeman. Now they have you out getting 
statistics. 

Senator ELLenverR. That is exactly my point, Senator Magnuson. 

Senator MaGnuson. You get statistics for your own cases which 
you have to do. I think they have you off into the wrong field. I 
have always thought so. I do not say that this should not be done, 











is INDEPENDENT OFFICES APPROPRIATIONS, 1956 


but I think it is being done in the wrong place. It adds to your burden. 
It. adds to a lot of things th: at you probably yourselves think you should 
be doing with which this possibly might interfere. 

The Federal Trade Commission can come in and ask for their own 
appropriation for statistics. 

Senator Porrer. Do you have data so that this job would be easier 
for your Commission to do than, say, the Department of Commerce? 

Mr. Denier. I would think that our Commission would be ade- 
quately equipped to do these things. 

Senator MaGNnuson. That is true, you are equipped to do it, but we 
did not create the Commission for that purpose. 

Demmurr. Let me answer it this way: When I was testifying 
he a the Senate Banking and Currency Committee in connection 
with the inquiry into the stock market, I was asked a number of ques 
tions by Senator Fulbright. T was asked a number of questions by 
Senator Lehman. I was urged by Semtien Lehman to see that the 
Commission made certain additional studies into the activities, pu 
chases, Investments, of pension funds and institutional investors of 
various types, such as investment companies, life-insurance companies, 
private pension trusts, and so forth. 

That is closely related to our work. It is also rather closely related 
to the subject of what happens to individual savings. 

So if anybody is to gather statistics it seems to me that the allo 
cation of responsibility to a particular gatherer can well have ref 
erence to the general field of that partienl: ir agency's activity. We 
seem to be a natural gatherer for the kind of statistics that T men 
tioned as is indicated by the questions that Senator Lehman and Sen 
ator Fulbright asked. 

Senator MaGneuson. What has that to do with plant and equip- 
ment expense / 

Mr. Demner. That has nothing to do with plant and equipment 
expense. 

PLANT AND EQUIPMENT STATISTICS 


Let me come to plant and equipment expenditures now since you 
mentioned that particular subject. 

In connection with the registration statements which are filed wih 
our Commission it is indicated in each registration statement what 
the proceeds are going to be used for. 

Senator Magnuson. That is right. 

Mr. DemMier. Now, it seems to me that we have a lot of basic 
material right there for the preparation of certain statistical mate- 
rial. We have a lot of raw material for statistics right there, ready- 
made. 

Isn’t it a logical thing, if there is going to be any kind of a gov- 
ernmental statistical program at all, to give us the job of supple- 
menting what we already have by obtaining additional information 
by questionn: Lire and the like / 

Senator ELLeNper. That may be the reason why you have a lot 
of men subject to heart attacks, that you do have a lot of work to per- 
form which is not within the scope of your job. It is all right if you 
gather statistics in order to assist yourselves and the Commission 
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in carrying out your job, but when you are asked to do it for other 
people, that is when you should draw the line. 


TOTAL COST OF STATISTICAL PROGRAM 


Senator Marnuson. How much do you spend for this all told out of 
your budget ¢ 

Mr. Demnuer. The 1956 estimate is $66,000. Thirty-three-odd- 
thousand dollars of that would be to assume our share of the additional 
work which we have been asked to assume. 

Senator Magnuson. Here is an example of what you fellows get 
into: You ask some corporations for quarterly financial reports. I 
know that a lot of them are particularly harassed about it; they do not 
care. 

Mr. Demhuer. We do not require quarterly reports. 

Senator Magnuson. But you send them a letter. If they do not 

nswer they get another letter. They do not have anything to do with 
the sale of securities at all, some of them. Some are family corpo- 
rations. 

Mr. Demoter. I would say this, that the responsibility for an overall 
statistical program of the Government, or the determination to have 
such a statistical program was not our self-initiated determination. 

I am not quite sure that Iam the appropriate person to step up and 
act as the protagonist for it. I believe in it, but I would rather that it 
be defended by an advocate who knows more about that particular 
subject than I do. 

Nevertheless, | am keenly conscious of the fact that when I am called 
before the Banking and Currency Committee, the implications of the 
questions I am asked by Senator Fulbright and Senator Lehman are 
that we ought to have more statistical information than we do have. 

Senator Magnuson. All you needed to answer them was that you are 
not a statistical bureau, period. 

Mr. Demmirr. We have to prepare a certain amount of statistics. 

Senator Magnuson. For your own cases, not for anybody else’s. 


CENTRAL STATISTICAL AGENCY 


Senator Dirksen. We used to carry an agency in this bill as I reeall, 
called the Central Statistical Agency. It came about as a result of the 
constant scolding that we were administering to the agencies that 
everybody was gathering statistics and there was such a frightful 
duplication. 

But having a congenital aversion to new agencies, we were forever 
abusing the act. Ithink I got them liquidated once. 

It key ‘pt cropping up, but finally we gave it the coup de grace and it 
did not quite come to full life thereafter. 

So we then chased the problem back to the Budget Bureau. They 
nade a long analysis as I recall and some recommendations. But we 
are no further in the statistical field than we were before. 

I note here that this is being done by designation of the Bureau of 
the Budget. I have an idea that Director Hughes has probably 
assigned ‘somebody to look at this whole statistical picture to see how 
it can best be done and still avoid duplication and avoid having too 
many agencies doing the same thing. 

62275—55——6 
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Now, one item here you are going to do jointly with the Federal 
Trade Commission, and your pli int and equipment expenditures item 
you are going to do jointly with the Department of Commeree. 

My notion is that out of the study there will come some kind of 
format that we can follow in the future. Normally I would think 
this would be a pretty good thing since you have an abiding interest 
in certain items of statistics that will be of interest to the F ederal Trade 
lso and in another field with the Department of Commerce. 

Somewhere along the line this statistical picture is going to have to 
be straightened out for many reasons, one 0 of the first ones is that I am 
not sure that I put too much credence in some Government statistics. 

I think when you are running a plant consisting of 65 million people, 
if they cannot get accurate firures from the Government, I do not 
know where we can get them. 

So sooner or later we are going to be confronted with this statistical] 
problem in gre: ater dimension than ever before. 

I would look with a degree of favor on the extension of this service. 

Senator Magnuson. For instance, the Federal Trade Commission 
when they send out asking for these quarterly reports, when you ask 
them why they want it, they say they want it for the Office of Defense 
Mobilization. They put the job over to them to find out certain things 
for the purpose of looking forward to maybe another defense 
mobilization. 

Now, I see that they have these people doing part of it, too, in con- 
junction with the Federal Trade Commission. 

[ am thinking this is quite a harassment to business. It has nothing 
to do with the selling of securities. 

Mr. Demuer. I would like to si ay this, Senator Magnuson 

Senator Magnuson. Weare not blaming you at all. 

Mr. Demmter. I understand. I want to give you a little bit of my 
attitude on this thing and the attitude of the other commissioners. 

When I was appointed to the Commission in June of 1953, I had 
somewhat the idea in mind that Senator Ellender expressed, that the 
Commission has responsibilities under its statutes which never can 
be discharged 100 percent. 

Now, let us take a look at the work we are doing for which you don’t 
find chapter and verse and all written out in the statute. 


ELIMINATION OF STATISTICAL DUPLICATION 


Commissioner Goodwin, of Alabama, who happens to have con- 
siderable experience in this field as president and director of a bank, 
undertook to act as a one-man task force to find out what we were 
doing in the line of statistics. He undertook to talk to our statistical 
people. He talked to the statistical people of the Bureau of the 
Budget. 

He also talked with the other agencies with whom we were cooper- 
ating. We did eliminate a certain amount of statistical work. He 
has kept in touch with the other agencies such as the Bureau of the 
Budget, to see if what we are doing i is in line with an overall program 
so as to avoid the very thing that Senator Dirksen was talking about, 
each agency going out on its own little statistical frolic without 
any kind of what you might call coordinated planning to prevent 
duplication. 
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Now, a lot of this information, as I pointed out, is cognate to the 
information which we gather in the course of the administration of 
the act. 

QUARTERLY REPORT OF GROSS SALES 


For example, we used to have a report required under the Securities 
und Exchange Act of 1934, a quarterly report of gross sales. That 
had been required since 1945. 

A gross sale report is not necessarily indicative of the net results. 
It does indicate something about the quantity of business. 

That involved a great many pieces of paper. We decided to elimi- 
nate the necessity of filing this report with the SEC. 

As an index to the market and economic activity its reports were 
worth something and cutting them out did deprive the American in- 
vestor of something. W hen you have a quarterly report, such as is 
furnished on a voluntary basis, of the type you just mentioned, Sen- 
ator Magnuson, you have something for the investor to use in apprais- 
ing economic activity in this country. So it is related to what we do. 

No, you cannot point to a chapter and verse in the act, but it seems 
to be something that is very much related to the act. It gives us a 
reason why we can eliminate a certain report without damage to 
investors. 

Senator ELLeNpEeR. Let me ask you this: Suppose you wanted to 
comply with a request from the Bureau of the Budget, how many more 
statistics would you have to gather other than those now necessary 
for your own operations ¢ 

Mr. Demouer. I do not want to try to dodge your question. How 
much more statistics is a kind of hard question 1 to answer. 

Senator ELLeNpER. Senator Magnuson pointed out you may have 
to go into a little more detail in “asking corporations to furnish a 
lot ‘of data that are not necessary and that are not really in keeping 
with the work for which your commission has been set up. 

Mr. Demner. It is true we have to send questionnaires to people. 
There is no question about that. 

Senator ELLeNpeR. Your answer, then, is that you probably have 
to obtain a good deal more data, data which are not required in 
order to carry on the work that you have to do under the law that 
you are proceeding under. 

Senator Magnuson. You try to be a policeman and a chamber of 
commerce at the same time. 

Mr. Demmter. Let me put it this way : The Securities and Exchange 
Act of 1934 does give us the right and the power to have—if we 
have not the power we have some kind of obligation—to require of 
the corporations which are subject to that act such annual and quar- 
terly reports which the commission may by rule and regulation pre- 
scribe and if necessary appropriate in the public interest 

Senator Macnuson. Would not that only be true if they were in the 
securities market ? 

Mr. Demoirr. That is true. But if as a result of a general statis- 
tical program we can make those requirements little less onerous, 
then it seems to me it is a sort of balancing factor that is more related 
to our act than appears on the surface. 

Senator Magnuson. I do not know where you divide it, but there 
wre hundreds of corporations which are not in the securities market 
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from which you are asking information, not only for yourself, but 
for some other agency. 

The Department of Commerce has the right to ask that. Not 
aright. It is voluntary. 

Senator Dirksen. The answer to Senator Ellender’s question is 
very easy about how many more statistics. What you want to do is 
get $28,000 worth more. , 

Senator ELLeENpER. But the point I am trying to make is that it is 
not in line with this work. T have never seen a Commission created by 
Congress that did not try to take on a good deal more work than we 
imposed on them. 


DECREASE IN COMMISSION PERSONNEL 


Senator Dirksen. There is an awfully good record here looking 
one in the face, because from 1951 to 1955 Commission personne] 
dropped from 1,040 to 699. You see, that is a drop of 341 people in 
o years. 

That is a pretty good record, T think, in view of increased business 
activity. 

Senator ELLenper. T am not questioning that at all. The only 
thing IT am questioning is to dip into these statistics that may not be 
necessary to carry on their own work. 

As Senator Magnuson just said, the Commerce Department is the 
one to gather that. 

(Discussion off the record.) 

Senator Eitenper. It strikes me that what Commerce can do is 
to take such statistics that they need for their own and take that and 
let them analyze that. 

Senator Dirksen. That is a joint operation as far as Commerce is 
concerned. The other is joint with Federal Trade, which is rathet 
unusual, I think, in view of my experience in the Government. 

Senator Porrer. Do they put up half of the funds as well? 

Mr. Dever. Let me put it this way—— 

Senator Magnuson. So as not to interrupt vou, we will want to ask 
the Federal Trade how much money they need when they get up here. 

Mr. Dewnter. I think we may have some information on that sub 
ject, but let me say this in answer to Senator Potter’s question, that 
when I was before the group at the Burean of the Budget, I was asked 
how we felt about taking on this additional statistical work. 

I said that I felt that we ought to use our money first to carry out 
our clear statutory obligation. 

We would, however, share any part of the Government's coordinated 
overall statistical program which the Office of Statistical Standards 
wanted to ask us to undertake provided we got the money to do it. 

As T explained at the beginning of my statement this afternoon, 
when the House bill cut our requested appropriation T indicated that 
the statistical work was one of the things which we would cause to 
suffer because of that fact. 

So as I say, Iam not the man who should necessarily be called upon 
to defend or to advocate the decision of the executive departments 
that have an overall statistical program instead of an uncoordinated 
loose-jointed one with each agency going out on its own. 
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Senator Magnuson. But you did make the statement that it would 
helpful to you, to know the overall condition, say, of a certain 
lield or industry. 

Now, an investor does not write you for that. You do not give 

m advice 

Mr. Demmuer. We do not give him advice, but it seems to me that 
tis a part of our overall program. 

Senator Magnuson. You might use statistics. Say that you are 
exnmining the sale of securities in the chemical manufacturing field. 
You might be able to use the overall statistics in that field to deter- 

ne some of the points you want to determine in the sale of those 

curities, but that would be only for your individual cases. 

Mir. Deaeer. That is true, but it seems to me that our analysis of 

e registration statement filed by a company in a particular business 
- a lot more intelligent if there are available statistics with respect 
to that business as a whole. 

So there is another way I think you have made a very good argu- 

nit for the relevancy of this sort of thing. 

Senator Magnuson. T have made an argument for gathering sta- 

sties. but L have made no argument for you people correcting them. 

Mr. Dewaer. It can only be done by people, Senator Magnuson, 
whe ‘th er they are in the Department of Commerce or Securities and 
exchange, or the Federal Trade Commission. 

So as long as there is no duplication it costs the taxpayers the same 
nyaow., 

The big questions are: (a) Are the statistics advisable: and (>) is 

agency selected to do it capable of doing it? 

| think statistics are advisable and I think our agency is capable 

“carrving the share that has been allotted to it. 

nator Dirksen. | think you have to add (e@) to vour list, too. 
| never vet saw two people who agreed on whether statistics were 
portant or not important. 

| ean skim through the reports of the economic ads isers and see a 

tof stuff that I think is junk. Then I see a few things that I think 

important. But when you go back about eathering statistics the 
Department of Commerce people or the Federal Trade Commission 
Nery attach importance to something that to you cloes not seem im- 
portant at all. 

[am not so sure but what the Budget Bureau is on good ground 
here in setting upa number of joint acme ans to see how much junk 

‘get out of it and how much is useful information and useful data. 

Senator Macnuson. I do not think we are criticizing the Commis- 
sion at all, but what we are always fearful of, a lot of us who have been 
around here a long time, is we see this starting to go out and pretty 
oon it goes allover. It takes you 10 years to get the loose ends back 
ogether again. 

Mr. Demnuer. I think probably this allocation of responsibility to 
several agencies as their share is something that requires fairly con- 
stant administrative supervision which I believe the Office of Statisti- 

i] Standards provides. 

“wa illustrative of that is something which was just mentioned 

a note handed to me; namely, so far as questionnaires are concerned, 
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we question the listed companies. Now, those are companies which 
we have jurisdictional hold over. 

The Federal Trade Commissioner questions the unlisted companies. 
Now, that seems pretty smart; it is intelligent. 

Senator Magnuson. Well, they should question everybody. Well, 
you proceed with your statement. I think we finished with statistics, 
We will go to other items in the budget estimate. 

Mr. Dexter. I still have some information on statistics. 


PREPARED STATEMENT 


Senator Magnuson. We will put that in the record. 
(The statement referred to follows:) 


3eginning with page 1203 of the President’s budget for 1956 there is given a 
special analysis of the Federal economic statistical program. To meet the 
demands for better financial reporting an overall increase of $4.8 million was 
provided. Included therein was the above referred to $33,050 for the SEC 
and $135,000 for the FTC. Of these amounts only $4,410 has been made available 
in the House bill for the SEC and $60,000 for the FTC. 

The Joint Congressional Committee on the Economie Report is keenly inter 
ested in having available to its members, to other Members of Congress, to the 
executive branch, and to the public, information needed to appraise economic 
conditions and trends, The financial reports series, now is limited to furnishing 
data for manufacturing companies. Information on profits and assets for othe: 
industries, particularly wholesale trade, retail trade, and mining, is very much 
needed. 

At the hearings before the Banking and Currency Committee many questions 
on which no adequate statistical information was available, were asked about 
the operation of pension funds and other institutional investors. More adequate 
information on plant and equipment expenditures and individuals’ savings have 
been requested repeatedly by the Joint Congressional Committee on the Economic 
Report. If funds are made available to us we propose to obtain additiona| 
information from approximately 2,000 companies. 

As these programs are conducted jointly with other agencies, the Bureau of 
the Budget has advised us that the needed improvements can be achieved 
only if both agencies (SEC and FTC) are granted the increases requested in 
the budget estimate. 


PROPOSED AMENDMENTS 


Mr. Dewnier. The remaining items in the budget estimate were 
not changed in the bill as it was passed by the House. 

We have submitted to your committee copies of the justifications 
of the Commission’s 1956 budget estimate. It shows in detail the 
functions we must perform in fiscal 1956, the volume of work ex- 
pected, and the personnel and other facilities required. 

The House Subcommittee on Appropriations has printed the testi- 
mony given at the hearings conducted before that committee with 
respect to our 1956 appropriation. If you will refer to this printed 
report, I am sure that you will obtain a clear picture of our 1956 
money requirements, and I shall not need to make any further 
comments. 

T sincerely ask that our proposed amendments be approved. 

They would: 

1. Increase the limitation on travel expenses by $13,560, from $12 
ae $138,260 

And increase the total appropriation by $122,000, from $4,875,- 
000 to $4,997,000. 
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FACTORS NOT CONSIDERED IN ESTIMATES 


| would just like to add one more thing. That is, I think we prob- 
ably would have asked for more money of the Bureau of the Budget 
had we realized the additional surge of market activity which has 
characterized the last 7 months. 

I think had we realized the continuance with the same intensity 
of this uranium boom that we would have asked for additional funds. 

I think had we realized the fact, had we known at the time, that 
we Were going to Lares a cessation of cooperative efforts in the Province 
of Ontario in connection with illegal offerings, that we might have 
asked for more money. 

I think had we realized that, had we known that we were going to 
suffer a setback so far as the efficacy of the extradition treaty which 
we have with Canada on securities trades, we might have asked for 
more money. 

But we didn’t. We will stand on what we asked for, which is 
s4.997,000. 

In fiscal 1954 we had an appropriation of $5 million. We _ 
suffered with only $4,750,000 available to us during the current ye 
I say it with some pride that the Bureau of the Budget allaneate: us 
to the penny what we asked for. We came in with what we thought 
was a 100 percent honest budget. I think in the light of these addi- 
tional factors I mentioned, it would have justified a request for 
additional funds. We now have a budget that is more than 100 
percent honest. It is too conservative. 


PROBLEM WITH EXTRADITION 


Senator Magnuson. There is no question about your activity in- 
creasing down there. This has nothing to do with appropr iations and 
it could be off the record as far as the ‘printed record is concerned. 

What is your problem with extradition? Is that mail offermgs 
coming into the country ¢ 

Mr. Demmuer. Our general counsel is here. Maybe he can give 
you something on that. 

Mr. Timbers. [ will tell you as briefly as possible what the prob- 
lem is. 

The United States Government and the Canadian Government in 
1951 entered into an extradition convention specifically designed to 
extradite Canadian citizens indicated in this country for violations of 
our mail-frauds statute and other security statutes. 

A test case was brought under that treaty, indictments were re- 
turned in Senator Potter’s State, in Detroit. 

We applied through the State Department, ultimately to the court 
in Montreal for the extradition of two Canadian citizens. You could 
not have had a squarer test case on all fours to test the validity of that 
treaty entered into in the utmost good faith by the Canadian Govern- 
ment and the United States Government i in 1951. 

Jerry Siegel, who was here a few moments ago, worked very hard 
on that tre: ity when he was with the Commission. 

_ The short ‘of it is that the Canadian court, that is a superior court 
judge Montreal, denied extradition of those two Canadians last 
Jecember, 
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The Department of State, the Department of Justice in this com 
try were so concerned over that apparent frustration of that treaty 
that with the aid of the Canadian Government, particularly the Ca- 
nadian Department of Justice, an appeal was taken to the Canadia 
Supreme Court, heard in March of this year, application for leave to 
appeal from the adverse extradition judgment. 

The supreme court denied that leave to appeal on the ground they 
had no jurisdiction under their statute to entertain any appeal fives 
any extradition Judgement. 

We are now in the process through our State Department and Jus- 
tice Department of requesting the Canadian Government in Council, 

that is, the Canadian executive, who in turn will request the Canadian 
Supreme © ourt to in effect render an advisory opinion which we hop 
will be favorable and whieh will gi ehiren in fact the extradition 
treaty. 

Short of that there is a long, hard row to be hoed. I think Senator 
Alexander Wiley ie ‘ntly made a statement along those lines, issued at 
the end of April, if 1 am not mistaken, and indicating the need to re- 
examine that ainien treaty to provide what we apparently la 
here. 

It isa very serious problem. The enforcement of our securities laws 
on this side of the border would be rendered completely inetfectiv: 
and void by this simple device of Wall Street fringe operators going 
up to Canada as they did in this case, selling through botlerroom op 
erations, extracting as they did some $317,000 


BOILERROOM OPERATIONS 


Mr. Demanrr. Explain what a boilerroom operation is. 

Mr. Traerrs. A series of little stalls, temporary partitions, two 
telephones in each stall, incoming calls, outgoing calls. During 
period of 6 weeks they ran up telephone charges to the United States of 
about $15,000. 

Senator Magnuson. This is just one operator ? 

Mr. Trimpers. Well, there were, I think, roughly, 10 or 12 men in th 
cang, of which 4 were Canadians, the rest were Americans. 


CANADIAN MINING SECURITIES 


Senator MaGnuson. It is pretty hard to pick up a newspaper nowa 
days or some type of magazine that you do not find an offer of Cana- 
dian securities, particularly in mining. 

There is no way to stop that until you complete these cases; is that 
right? 

Mr. Timprrs. That is right, Senator. 

Senator Magnuson. Is it a very substantial number that American 
citizens have been investing in this? 

Mr. Timeers. In this one operation, as an example, and this is on 
test case, mind you, during the period of 5 weeks of concentrated oper- 
ations in May and June of 1953, a total of in excess of $300,000 was 
extracted from American investors distributed through 40 of the 48 
States. 

That was a total loss to those people. They never got 1 penny of 
it back. Some of them never even got so much as a scrap of paper. 
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That is just one drop in the bucket. There are millions of dollars per 
year 

Senator Magnuson. I was going to say this will run into millions, I 
suspect. Hundreds of people that get bilked that way never come 
forward. 

You would not know how many there were ? 

Mr. Trupers. Some of them were ashamed of having been bilked 
under such an obvious farce. We think we have a responsibility to 
enforce our laws and the Canadian Government, too. 

There was an unfortunate judgment in the extradition case which 
I think emasculated the treaty. It may put us back at least 5 years 
in our enforcement program and we plan to devote a lot of time to it. 


JUSTICE DEPARTMENT COSTS 


Iiere is one example of the importance that the Department of State 
and the papers of Justice attach to this case. They spent in 
excess of $25,000 to extradite or try to extradite those 2 Canadians. 
That, of course, is out of their budget and not part of ours, but that 
is on top of the enormous expenditure our Commission has made. 

Senator MaGnuson. Does that apply to oil and gas, too? 

Mr. Timpers. Yes, one of the most notorious cases in the Canadian 
field is Payette. 

Senator Magnuson. This committee wants to commend you people 
for what you are trying to do, but I think this thing is getting bigger 

and bigger instead of getting smaller. 

Mr. Demaier. I would say it is characteristic of the time we are 
living in. I think we ought to keep up with them. 

After all, we are rather keenly conscious of the fact that whenever 
something does happen, and there is something always happening 
in this business, and we have not caught up, we have not covered it, 
where was the Securities and Exchange Commission? You can only 
vo so many places with the amount of money we are operating on. 

Senator Magnuson. I would not be surprised if you found a lot of 
it sprouting up in some other countries, too. Send your check to 
Africa or someplace. 

Mr. Demnier. I will not have the responsibility of watching this 
budget in operation. I don’t know but what my successor, Mr. Arm- 
strong, might want to say a word about this. 

Senator Magnuson. I want to say this to you: I cannot speak for 
every member of the committee, but I am sure that Senator Potter 
will agree with me, that if you people need some funds to get at this 
thing you speak about, that Congress will be very receptive because 
we are going to start now to get the ¢ omplaints from people. They are 
going to ask us what the Government is doing about this, we lost this, 
we lost that. 

Right or wrong they are going to place the blame on the Gov- 
ernment and you people, and I think it is something that we have to 
stop. 

Senator Porrer. You have more people today investing, without 
so much knowledge of the investment field, which need all the protec- 
tion they can have to make sure that they are not being the victim of 
some fraudulent scheme. 
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I thinkrthe policing of the Commission should probably be increased 
certainly at this time. 

This is not raising any false hopes, but any itemized increasing of 
the budget, would be turned down by the committee. 

Mr. Demonter. I will let my successor speak on that. 

Senator Magnuson. I want to say this, because I happen to have 
been home this past week, and I had two people come to me. One of 
them could ill afford it. “What are we going to do about it?” they 
sent money up to Canada and got nothing. 

I suppose they will continue to grow as long as we cannot stop it, 
which you are trying to do. 

I imagine over in Detroit they can catch them by radio. I suppose 
they have radio on the other side. 

Senator Porrer. Sure, television. 

Senator Magnuson. De they show you the uranium right like 
this? 

Senator Porrer. Certainly. 

Senator Magnuson. I want to ask one question which has nothing 
to do with the appropriations. 

I have brought this to the attention of the Commission on several! 
oceasions. I think they have been doing the best job they know how 
on this matter. 


MINING ENTERPRISE REGISTRATIONS 


It may be the fault of Congress in this particular case in the law 
itself. There have been sometimes some very justifiable complaints 
of small mining operators—of course, mining in itself is a gamble 
usually—that for a small mine like some of our cases in the Pacific 
Northwest area the cost of qualifying is sometimes prohibitive for 
them to get going. 

Now, there may be some cases where that is justified and others 
not. But you did attempt to simplify that. 

I wonder as a matter of report, 1f you have done a great deal to 
simply that for the small-mine operation. 

Mr. Demmter. I would say yes, but in order that we do not rely on 
just a general statement of that character, I think the fact that there 
have been as many mining offerings as have issued in the last 18 
months is adequate evidence of the fact that our exemption procedure 
or our registration procedure is not deterring mining enterprises. 

As a matter of fact, I think the concern of a great many people is 
that it has been too easy. 

Senator MaGnuson. In some cases that is true. 

Mr. Armstrona. I think the chairman would be interested in know- 
ing that there is a bill pending in the House of Representatives in 
the Interstate and Foreign Commerce Committee, which expects to 
hold hearings in the next 6 weeks, which would repeal section 3 (b) 
of the Securities Act, which is the section that permits that exempted 
technique to be used. 

Senator Macnuson. I was not familiar with that, but that would 
come to my other committee in the Senate, of which I am chairman. 

Mr. Armstronc. I thought that would be of interest. 

Senator Magnuson. Is there anything further? 

Mr. ArmstronG. I would like to add, Mr. Chairman, as Mr. Chair- 
man Demmler has stated, I am going to be the guinea pig and live 
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under this budget. I would say to you with the greatest sincerity that 
[ can possibly muster that we have requested conservative appropria- 
tion for 1956. 

I hope that your committee, and the Senate, will be good enough 
to allow us the budget estimate. 

Thank you. 

Senator Magnuson. I think the overall is surely conservative in 
view of the increased activity in your field. 

Senator Porrer. I wonder if it might not be desirable for the com- 
mittee to have a brief written statement from the chairmen of the 
various factors that have taken place since you presented your request 
to the Bureau of the Budget and that you mentioned at the conclusion 
of your remarks, because as the chairman has stated, we are going to 
be asked by our constituents on many of these problems, why did the 
Securities and Exchange Commission do this and do that ? 

I think it would be well if you could give us in a brief summary 
some of the factors that you brought out at the conclusion of your 
remarks, 

Mr. DemMter. We will be very happy to do that. 

(The statement referred to follows:) 


SECURITIES AND EXCHANGE COMMISSION—STATEMENT OF MATTERS WHICH AROSE 
SINCE THE SUBMISSION OF THE 1956 BuDGET EsTIM ATE TO THE BUREAU OF THE 
BupGet WHICH WILL INCREASE THE COMMISSION’S WORKLOAD IN FISCAL 1956 


The 1956 budget estimate of the Securities and Exchange Commission was sub- 
mitted to the Bureau of the Budget on September 15, 1954. Various matters, 
which contributed to a substantial increase in the Commission’s workload came 
to light after the estimate was approved by the Bureau. Some of the matters 
are described below: 


CANADIAN SECURITY OFFERINGS 


As a result of the action of the superior court in Montreal, Canada, in deny- 
ing extradition to the United States of two Canadian subjects indicted in the 
United States for mail fraud and Securities Act violations, the matter of pro- 
tecting the interests of the United States investors in Canadian securities has 
become considerably complicated. 

At the time the budget estimate was prepared the Commission was receiving 
reasonable cooperation from the 10 Canadian Provinces. As a result of the 
Extradition Treaty revision in 1952 and the cooperation of the prov incial ad- 
ministrators illegal Canadian offerings were at the lowest volume in 15 years. 
We had every reason to believe these favorable conditions would continue. Co- 
incidental with the loss of the extradition attempt, illegal offerings from Canada 
became commonplace. 

The Commission now finds itself faced with the same problems it faced before 
the era of good cooperation and treaty revision. 


STUDY OF SECURITY OFFERINGS OF LESS THAN $300,000 WHICH ARE EXEMPT FROM 
FULL REGISTRATION UNDER THE COMMISSION’S REGULATIONS A AND B 


A current study of filings made pursuant to regulations A and D has resulted 
in a very substantial increase in the number of formal and informal investiga- 
tions initiated and made by the staffs of the regional offices to determine whether 
or not the act or the rules have been violated. It is expected that the increase 
in the number of investigations of this type will continue in fiscal 1956. 


OFFERINGS OF URANIUM STOCKS 


The unprecedented problem of offerings of uranium stock has made necessary 
the expenditure of far more time than was anticipated when the estimate was 
prepared. This is apart from an increase in other aspects of the Commission’s 
work springing from the uranium boom. There has been a substantial increase 
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in the number of inquiries from the public and from members of the industry 
or their representatives. The education of large numbers of new dealers who 
have entered the field has been necessary and there has been approximately 
a 300 percent increase in the number of investigations made in offerings reported 
under one or another exemption from the Commission’s rules. This addition 
work was not expected when the 1956 estimate was prepared. 


INCREASING LEVEL OF FINANCING 


There has been a substantially increased level of all types of financing which: 
has resulted in additional burdens on all segments of the Commission’s staff i: 
the examination, processing and prompt disposition of these matters which are 
so important to the proper functioning of the economy. It now appears that 
the financing will continue beyond the rate expected when the Commission pr: 
pared its budget estimate. 


REVISIONS OF FORMS, RULES, REGULATIONS AND PROCEDURES 


Although the 1956 budget estimate included no funds specifically for the re 
vision of the Commission’s rules, regulations, forms and procedures, the work is 
continuing at an accelerated pace. Form 9—-K, Report of Corporations Listed 
on Registered Stock Exchanges, was discontinued as a quarterly report about 
2 years ago. Because of the public interest in this report, it is being reinstated 
as a semiannual report. No funds were provided in the 1956 estimate for the 
examination of these reports, but it will form a part of the work of the Divisio: 
of Corporation Finance in 1956. 


INVESTIGATIONS UNDER THE SECURITIES ACT, THE SECURITIES EXCHANGE ACT AND 
PROXY RULES 


The Commission las been engaged in formal investigations under the various 
acts which we administer, to a degree which exceeded the estimate originally 
prepared for 1956. This is due partly to the increased number of complex 
proxy contests, numerous violations of the proxy rules, and other factors, It is 
expected that the increase in work will continue throughout fiscal 1956. 


CONGRESSIONAL INVESTIGATIONS 


Investigations by congressional committees, such as the Stock Market Inquiry 
heing conducted by the Banking and Currency Committee of the Senate, sub 
stantially increases the amount of work required to be done by the Commissio1 
Our budget submission did not include any funds for work created by col 
gressional investigations. 


INCREASE IN COST OF TELEPHONE SERVICE FOR THE HEADQUARTER’S OFFICE IN 
WASITLINGTON, D. C,. 


The Commission obtains its telephone service in Washington, D. C., throug! 
facilities rented from the General Services Administration. A letter dated 
April 19, 1955, was received from the administration notifying the Commission 
that the Bureau of the Budget, in considering its 1956 budget estimate, excluded 
funds for the payment of salaries of their telephone operators and that such 
costs would have to be reimbursed, on a pro rata basis, by agencies served 
The GSA advised us that the cost to the SEC in fiscal 1956 is estimated at 
$8,500. This item was not included in our 1956 budget estimate. 


INCREASE IN SALARIES AND PER DIEM ALLOWANCE IN LIEU OF ACTUAL EXPENSES FOR 
SUBSISTENCE 

If legislation is enacted to increase the salaries of Federal employees, and to 
increase the per diem allowance in lieu of actual expenses for subsistence, the 
Commission will have to seek additional funds for 1956 to cover the cost thereof, 

Senator MaGnuson. I want to say to all of you here we will leave 
the record open a few days in case you want to add anything and make 
corrections. Thank you all for coming. We appreciate it. 

(Thereupon, at 4:15 p. m., Tuesday, May 3, 1955, the subcommittee 
recessed to reconvene at 10 a. m., Wednesday, May 4, 1955.) 
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WEDNESDAY, MAY 4, 1955 


Unirep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room G-16, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 

Present: Senators Magnuson, Robertson, Hayden, Dirksen, and 
Potter. 


SELECTIVE SERVICE SYSTEM 


STATEMENTS OF MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF 
SELECTIVE SERVICE; COL. WILLIAM §S. ILIFF, JR., ASSISTANT 
TO THE DIRECTOR; AND COL. BERNARD T. FRANCK III, CHIEF 
LEGISLATIVE AND LIAISON OFFICER 


RESTORATION REQUESTED 


Senator Magnuson. The committee will come to order. 

This morning we have before us the Selective Service System. 

For the record, the appropriation for 1955 was $29 million-plus. 
Your budget estimates for this year are $28,700,000. The House al- 
lowed you $28,184,875, including $1,226,000 of the unobligated bal- 
ance, which is minus $818,188 over your 1955 appropriation and minus 
$515,125 over your estimates. You are asking for restoration of the 
$515,12% 


AMENDMENTS AND JUSTIFICATIONS 


We will place in the record a response to the committee by General 

Er in which you list, General, the lines and pages where you 
vant the changes made, as well as the justification for the changes. 
(The statements referred to follow :) 


NATIONAL HEADQUARTERS, SELECTIVE SERVICE SYSTEM, 


Washington 25, D.C., April 8, 1955, 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcomniittee in Charge of the 
Independent Offices Appropriation Bill, 1956, 
United States Senate. 

Dear Mr. CHAIRMAN: I have your letter of March 29, 155, in which you sug- 
sest that IT advise your committee of the changes in H. R. 5240, the independent 
fees appropriation bill, as passed by the House, which I de em necessary in the 
blic interest. 

[am indicating below, by page and line of the bill, as passed by the House, 

‘changes which, in my opinion, are necessary to enable this agency to carry 

the responsibilities and functions placed upon it by law: 

ize 26, line 21, change the word “twenty” to read : “thirty-nine” 
91 
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On page 26, line 23, change the figure “$70,000” to read : “$75,000”. 

On page 26, line 25, change the figure “$140,000” to read : “$150,000”. 

On page 27, line 2, change the figure “$75,000” - rei id : “$76,700”. 

On page 27. line 4, change the figure “$26,958,875” to read : “$27,474,000”. 

On page 27, lines 7-10, delete the first proviso of ‘ie bill. 

On page of line 10, delete the word ‘further’ 

I appreciate your writing me in this matter and will be very happy to appear 
before your subcommittee at such time as you may direct in justification of the 
changes which I have suggested above. 

Sincerely > ours, 
LewI!s B. HErsHueEy, Director, 


SELECTIVE SERVICE SYSTEM, JUSTIFICATION FOR CHANGES IN H. R. 5240 (AS REPORTED 
BY THE HOUSE) FIscart YEAR 1956 


Page 26, line 21, change “twenty” to “thirty-nine” 

On page 41 of the justification of estimates we presented justification for the 
purchase of 39 motor vehicles which is the maximum number (25 percent 
maximum of fleet) permitted by the criteria used by the Bureau of the Budget. 
Briefly the reasons for the request are as follows: 

1. Fifty-four percent of fleet had passed on June 30, 1954, the 66,000-mile 
mark. 

2. Sixty-two percent of fleet will be over 6 years old in fiscal year 1956, 

8. Fifty-three percent of fleet will meet both of the above each of which 
is a criteria for replacement. 

4. No replacements have been authorized since the original vehicles were 
purchased. 

5. The cost of repairs and maintenance of these old and worn motor 
vehicles has become excessive. We are convinced that replacement with 
new vehicles will result in economy for the Federal Government. 

6. Of the cities designated by the General Services Administration for 
study on the organization of motor pools only six are located where we 
have Government vehicles. Thus the possible use of such pools is so limited 
that an adequate fleet must be maintained in an operable condition. 

Page 26, line 23, change figure “$70,000” to read “$75,000” 

National headquarters travel is normally made to points to which the maximum 
per diem allowance is justified and in some cases the $12 per diem allowance 
permitted in Public Law 29, 84th Congress, approved March 31, 1955, will not 
adequately reimburse the traveler. Of national headquarters travel, 42 percent 
has been for per diem reimbursement and $70,000 for travel on the $9 basis will 
now require $9,800 more for per diem. The restoration of the house cut will 
therefore only take care of slightly over one-half of the excess cost due to 
legislation approved after house consideration of our appropriation bill. 

Page 26, line 25, change figure “$140,000” to read “$150,000” 
The same difficulty occurs in State headquarters travel as outlined above 


The same proportion applies because the budget figures and the bill figure are 
just twice that of national headquarters in each case. 


On page 27, line 2, change the figures “$75,000” to read “$76,700” 

The anti increase in the justification for the National Selective Service 
Appeal Board is due to normal within-grade raises and to take care of the 
employees’ insurance cost. 


On page 27, line 4, change the figure “$26,958,875” to read “$27,474,000” 


This will have the effect of restoring the cuts made by the House from the 
budget figure. On the basis of the House report in arriving at the above figure. 

National headquarters funds were cut $69,625. 

“The effect of Public Law 20, 84th Congress, approved March 31, 1955, on 


national headquarters is as follows: 


Military pay increase__ ‘ : : ne : $60, 897 
Per diem increase ; Soe _ ; 9, 800 


Total < j - 70, 697 
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This law was passed after the House reported the appropriation bill; after 
restoration a cut will still be sustained. 

State headquarters funds were cut $443,800. 

The effect of Public Law 20, 84th Congress, approved March 31, 1955, on State 
headquarters is as follows: 


Military pay increase — é $176, 103 
Per diem increase : 19, SOO 
195, 903 

This amount accrued after the reporting of the appropriation bill and when 
added to the already substantial cut actually means a cut of $639,708. This 
represents the amount of funds required to operate 15 small State heaquarters. 

Section 10 (a) (2) of Public Law 51, 82d Congress, approved June 19, 1951, 
providing in part “The Selective Service System shall include a national head- 
quarters, at least one State headquarters in each State, Territory, and possession 
of the United States and the District of Columbia * * *,” 

No provision is made in the budget for any civilian pay increase as contem- 
plated by legislation proposed in the Congress. 

Page 27, lines 7-10, delete the first proviso of the bill 

This proviso which allows the full amount requested for project 30 limits the 
use to local boards for registration, classification, and induction. Project 30 is 
the only place there is provision made for State appeal boards and all accounting 
of funds includes the appeal board expense in the project. This proviso omits 
State appeal boards. 

A legal restriction of this nature prevents the most economical use of funds. 
It prevents administrative action to provide more funds for State headquarters 
in cases where a real economy can be achieved by the use of funds of one project 
for the other. In many cases the use of a small amount of funds used by State 
headquarters can prevent substantial expenditures in local boards or appeal 
boards. Even if appeal boards were included, the economy of having a clerk 
charged to State headquarters act as appeal board clerk would not permit proper 
allocation of expenses. Such economy is possible in one-half of our State head- 
quarters. Vacancies occurring in the uncompensated officials of local and appeal 
hoards have to be filled by the actions of State headquarters. All fiscal fune- 
tions and personnel functions for local boards are performed by State head- 
quarters. 

One of the administrative problems of the operation of selective service is the 
allotment of funds to 57 different places for obligation, if each allotment has to 
be split into several different compartments in each of the obligating offices with 
adequate reserves for contingencies in each compartment it is not possible to 
secure the most effective use of funds. The accounting costs also increase for 
General Accounting Office as well as for selective service. 


Page 27, line 10, delete the word “further” 


This is a language change to bring the second proviso into the position of the 
first proviso upon the elimination of the first proviso in the bill as now written. 


Selective Service System summary by projects 


| 1954 1955 1956 
actual "estimated estimated 


National administration, planning, training, and records 
management . ; $1, 646,173 | = $1, 733, 847 | $1, 715, 800 

20, State administration, planning, training, and records | 
servicing _- 6, 122, | 5, 824, 414 5, 943, 800 
(0). Registration, classification and induction 19, 667, 20, 915, 502 | 963, 700 
40-A, National Advisory Committee on the Selection of 
Doctors, Dentists, and Allied Specialists , 190, 000 
40-B. National Selective Service Appeal Board : 75, 000 


76, 700 


28, 709, 000 


Total . : ; 28, 738, 763 
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PROGRAM AND PERFORMANCE 


The Selective Service System exists for the primary purpose of effective 
manpower utilization by means of Classification of those required to register 
under the basic statute. 

10. National administration, planning, training, and records management.— 
The overall administration of the act is the responsibility of national head- 
quarters where policy is determined. This is accomplished by the central oflice 
of national headquarters and six regional field offices. 

20. Stale administration, planning, training, and records servicing.—Admin- 
istration of the act within the several States is the responsibility of the 56 
State headquarters, operating under the policies determined by national head- 
quarters, 

30, Registration, classification, and induction.—The work in carrying out the 
functions as they apply to cover 16 million registrants is accomplished by the 
over 42,000 uncompensated citizens, assisted by approximately 6,000 clerks, ut 
over 4,000 boards. It is the responsibility of these citizens to determine who 
shall be deferred and for how long in the national interest in agriculture, in- 
dustry, or other pursuits. 

40-A. National Advisory Board,—Unless there is an extension by Congress 
of sections 4 (i) and 4 (j) of the Universal Military Training and Service Act 
of 1951, as amended, they will expire July 1, 1955. Therefore, no funds are 
requested for this Board set up by Executive Order No. 10166. 

40-B. National Selective Service Appeal Board,—Set up pursuant to Executive 
Order No. 9988S to act on the classifications of registrants which have been 
appealed to the President. Under the terms of the Executive order the Selective 
Service System is required to pay members of the Board and “to furnish suitable 
office space and other necessary facilities and services.” 


GENERAL STATEMENT 


Senator Magnuson. We will be glad to hear from you, General. 

General Hersury. Members of the committee, and Mr. Chairman, 
we have three requests. We would like to have the restitution of 
approximately half a million dollars; we would like to have two 
changes in language, which are set out in this statement; thirdly, 
I understand there is an amendment which Senator Saltonstall had 
some interest In, but he is not here personally and I do not want to 
discuss it if you do not care to. 

Senator Magnuson. We will be glad to look at that. 


STATE HEADQUARTERS 


General ffersuey. As to the $515,000, we lose no money in our local 
boards, which, of course, is fine. But, unfortunately, we lose about 
$445,000 in our State headquarters. 

Our State headquarters have about a total of 1,317 employees. It 
looks on paper very easy to take a 10-percent reduction. But, unfor- 
tunately, they are in 56 places. 

Senator Magnuson. Did the Ifouse give you a flat 10-percent redue- 
tion’ 

General Hrersnry. No; but it is about 8 or 9 percent. 

It was in the national headquarters and State headquarters. It had 
mostly to do, of course, with personnel and with travel funds. Our 
State headquarters runs from zero in the Canal Zone up to 3 in Guam. 
in the Virgin Islands; to 5 or 6 or 7 in some of our smaller States, and 
up fo 30. But to attempt a 10 percent or any other kind of reduction 
when you have 1,300 emplovees scattered in 56 places, represents a 
great deal deeper cut than it looks on the face of it for the very way we 
are organized, 
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| cannot say too much about how our strength and supervision in 
contact with the governors of the States who are head of these selective 
service systems is tied in that State headquarters. And if I do not 
have a State headquarters you are going to be forced to do one of two 
things: Either you will have to supervise or have a concentration of 
power in W ashington, which we have always avoided and have always 
fought. 

So I cannot say too much about how badly we need the reinforce- 
ment in the State. 

NATIONAL HEADQUARTERS 


National headquarters is very modest, 270 employees in national 
headquarters to supervise 56 very farflung sabdiv islons. 

When we made this budget we could not ask for money to administer 
the Special Doctors’ Draft Act because it will have expired. And yet 
it has been reported now and we have to face the prospect of adminis- 
tering it. We could not ask for money and do not now for the Reserve 
Act, and yet our job is going to be multiplied rather than added to, 
because we have practically complete superyision of the standby pro- 
vision of that law. 

[ realize that law is here and I am not asking money for that, but I 
am saying with the international situation as it is, with the Doctors 
Act coming on, and with the possibility of a Reserve Act which gives 
us much more work, this is not a time that I dare break even a very 
thin line, 

FUNCTION UNDER RESERVE ACT 


Senator Magnuson. What would be your function under the Re- 
serve Act? Do the other branches of the military turn it over to you; 
the function of calling up Reserves ? 

General Hersury. The Standby Reserves. They call them, but only 
after we screen them. And yet we must keep track of every man that 
goes into the Ready Reserve, because if he at any time fails in his 
obligation we must reinduct him. 

So that while we do not have anything to do with the Ready Reserve, 
we must know the individual status of each man in it, otherwise we 
cannot act there. 

We have the scientific program, which I know you have a very great 
interest in, and we are hoping we can do something quite construe tive 
in this act, but it has caused me to organize a scientific committee in 
every State in the U nion, and one nationally, and while they are un- 
paid it does cost money for travel. That gets back to one of the things 
we are bothered with here. 


VOLUNTEER COMMITTEES 


Senator Magnuson. Of course, all of those volunteer committees 
that you have, which we hope will make the induction more equitable, 
consistent with our national needs, they have to have some help in 
order to keep track of what they do and their records and their 
books 2 

General Hersury. Yes; in travel funds. We have had to have 
meetings of these scientific committees at their own expense, and that 

62275—65——7 


$sreree oor se 


¢ 
¢ 
. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 


is not very good. We feel that we have a rather modest headquar- 
ters. 

In your State, Senator, you have a total of 28 people, which is not 
a criterion because you have a large State. You know, to try to go 
out and get local bo: ird members if they resign, way up in the northeast 
corner, somebody has to travel. 

You have a total of 69 in the headquarters in Illinois, which, for the 
size State that is, is a very modest amount of people, and they being 
in Chicago, it is a long way clear down into the south end of the 
State. 

We had ninety-some percent of our people unpaid, and the State 
headquarters are the ones that keep those people on the job, get thei: 
replacements when they quit, and tries to encourage them to staying 
when they are dissatisfied. That takes telephone calls, it takes visits, 
and it is all very well. You write them a letter, but you do not get 
a man when he is angry about something, when he is not getting paid: 
you have to go out and see him, not just write a letter. 

Senator Magnuson. You say about 90 percent of your work is 
volunteer ? 

General Herstrry. More than that, because our local board mem 
bers are all unpaid. ‘Then we have over 200 scientists at the present 
time in these committees. All of them are unpaid. 

Senator Magnuson. Are they divided statewide? 

General Herstrey. Yes. That has been done in the last 12 months. 
In fact, we are right in the midst of that at the present time. And 
I just formed a national committee. 


NATIONAL SCIENTIFIC COMMITTEE 


Senator Maanuson. The National Scientific Committee, then. 
would determine your broad policy ? 

General Hersury. They would advise anything that the Director 
has anything todo with. They would advise him just like these others 
advise on individual cases. 

I think we have done very well. But that is, of course, a matter of 
opinion. But when you are dealing with individuals who are almost 
unusual people, you cannot have too many rules. You have to have 
somebody who looks at the man. Because he might be on a rule basis 
worth listening to, he might be quite valuable. On one basis he might 
be valuable, and yet where he is being used he should be moved. 


LACK OF BASIC SCIENTISTS 


Senator Magnuson. But you do think you are achieving some prog: 
ress toward the objective of remedying the lac k of basic scientists 1 
this country. It seems that every appropriation we run into comes U 
against not being able to get the help. 

General Hersnry. If we get the new Reserve law we will have 
something to offer. At the present time all we have to offer is delay, 
because ultimately we had to take him. And the only thing that our 
advisers would do is to counsel delay, but eventually we would have 
totake them. Now, under the new bill, a certain number of them can 
be selected to take 6 months’ training and then pass into the Standby 
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Reserve and stay there, as long as they perform the duties they are 
supposed to perform. 

Senator Magnuson. In other words, the way it works now—of 
course, they are individual cases—but a basic scientist, or one that 
vave promise of being a good scientist, could take 6 months and then 
ass on? 

General Hersury. That is under the national reserve plan that is 
not yet law. 

Senator Magnuson. But if that passes, he could take 6 months and 
then he could pass into the Standby Resereve and go on with his work ? 

General Hersney. That is right. But we have to use our com- 
mittees and local boards first to pick them up, and second, to supervise 
him after he gets out of the Standby Reserve to see that he does stay 
on the thing for which we put him out there. 

Senator Magnuson. For instance, I think that is so important, 
because yesterday we heard the testimony of the NACA which does 
all the aviation research, 

General Hersney. Dr. Hunsacker is a member of my national 
committee. 

Senator Magnuson. They even suggested that we do not give them 
too much money because they could not get the personnel. 

General Hrersurty. We hope that if we can pick out exceptional peo- 
ple and let them take 6 months’ basic training and then go back to 
NACA, for example, as long as they stay there, they stay in the 
Standby Reserve without other obligations. 

Senator MaGnuson. I suppose your committees have to keep tab of 
them, too? 

LANGUAGE LIMITATION 


General Hrrsnry. Obviously, because if we do not supervise them 
they will escape. 

The only other thing we have, so far as wanting money, and the 
reason I set it out is that we want to change the language. This is 
the first year we have had restrictions on money being appropriated 
for the local boards, and T yield to no one in my belief of local boards; 
but we have to have flexibility. I think I have to be held responsible 
and either supported or tried if I do not run the shop. 

One of the things we have is a restriction to spend no money in the 
local board setup except for the local boards. 

Senator Magnuson. You are speaking there about the proviso: 

* * $26,958,875, together with not to exceed $1,225,000 of the unobligated 
halance of funds appro] riated for this purpose in the Act: Provided, That of 
the foregoing amount $20,963,700 shall be available for registration, class:fica- 
tion, and induction activities of local boards. 

General Hersury. That is right. 

Senator Macnuson. In other words, the proviso, in your opinion, 
limits you. 

General Hrrsney. For instance, I could not spend any of the 
money set up for the local boards for running scientific committees, 
because they are not a part of the local boards; they are part of the 
State hes adquarters and yet the only function they have is to give 
advice to the local boards. 

Senator Maanuson. So your suggestion would be that that proviso 
come out, you would not suggest any new language? 
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General Hrersury. That is right. 

I think the way the Congress gives it to us is the way I have to 
spend it at the time we are operating. 

Senator Dirksen. Why did the House put it in? 

General Hersuey. I cannot answer that. J think it is a fair state- 
ment to say that the local boards are nearer the people and they 
should be given everything possible. I think there is a feeling that 
when we crot into State headquarters and national headquarters we 

rather get to be bureacrats. 

Senator Dirksen. But there must have been a line of questioning in 
the House. 

Senator Magnuson. Was there any questioning at all? 

General Hersury. No, not on this point. 

Senator Dirksen. How would they arrive at that limitation? 

General Hersury. Project 30. 

Senator Dirksen. You mean they took their figures and put a 
ceiling or floor on this part? 

General Herrsney. I think they said, and I do not blame them 
for saying, we do not deny the local boards a cent. You understand 
better than I do, I think, why the local board is a better group to 
support than either National or State headquarters, because they are 
nearer. 

Senator Dirksen. That would be true only if there was some 
testimony to indicate there was some general dissatisfaction with the 
setup, or disaffection. 

General Trersury. State and national headquarters always have 
people who do not get things, and State headquarters live much nearer 
tothem. State headquarters are the ones that save our lives and live 
close enough to them as individuals to say no to them. They do have 
the disadvantage of being paid—not very many, but they are in an 
awkward position because they have to bring the national will down 
there. They are the people that bring the quotas, bring the calls, they 
are the ones that do not bring e1 nough money to run things : and some- 
body has to get on part time. I think they are a perfect setup for 
people—you can blame the State headquarters rather than the local 
board member, you do not get much of anywhere criticizing him. 


TOTAL INDUCTIONS 


Senator Macnuson. How many people did you process last year, all 
told? 

General Hersnry. Are you talking about inductions? 

Senator Maanuson. Yes. 

General Henrstrey. Senator, that is only a very small part of the 
story. 

Senator Magnuson. T understand that. 

General Hersuery. One of the things we are engaged in now is a 
time study, and I want to be able to come to Congress next year and 
say it costs so much for registration. 

‘Senator Maenuson. How many were registered last year? 

General Hersiry. Colonel Tliff? 

Colonel Intr. We will induct this fiscal year about 220,000. 

Senator Maenuson, I think we are concerned more with what you 
are going to do next year. 
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General Hrrsury. We never know, because I feel it is unfortunate 
to cut an organization at this time that I think the prospect is that 
any day I might get 10,000 in a call and it might be a hundred thou- 
sand, because the international situation is just that fluid. 

Senator Magnuson. What definite amount do you have to call for 
next year as of now? 

Colonel Inirr. 252,000; that is the latest figure we have. 

Senator Magnuson. Your present plans would be that you would 
be required to induct some 250,000. That would require you probably 
to register and to have some contact, either preliminary, or otherwise, 
of over 1 million. 

TOTAL REGISTRATIONS 


General Hersurey. We are going to have to register 1.2 million, 
because the board has to register them at age 18. 

Senator Macnuson. In other words, e very boy at 18 must register ? 

General Hersury. Yes. He registers at 18 and becomes liable at 
181%. He is liable for registration 6 months before he is liable for 
service. But when he is liable for service we are required to classify 
him, and we have to reclassify everyone every year. 

Senator Magnuson. How is that done? 

General Hrrsuey. By the local board. 

Senator Macnuson. There is a lot of volunteer work you get ? 

General Hersury. Yes. 

Senator Magnuson. In southern Illinois, I suppose the board with 
the cooperation of the local newspapers and radio would let it be 
known that when the boy reaches 18 he must register ? 

General Hersuey. Yes. And we are in high school running coun- 
seling courses trying to tell the boys what their rights are, and ob- 
viously that takes time of headquarters people out making speeches 
around the high schools. 

Senator Magnuson, They have to go around to the schools and they 
have to go 

General Hersury. They won’t next year unless they get some travel 
money. 

Senator Maanvuson. I was just thinking out loud the amount that 
saves us by stimulating that sort of work. 

And that would be over a million new ones? 

General Hersury. Yes. I have 16 million now. Of the 16 mil- 
lion, of course, there are many that are through their service, 4 or 5 
million of them. But if this new reserve bill passes we are going to 
have to know each one of them, because in the Ready Reserve we are 
going to have to be prepared to reinduct as they don’t live up to their 
obligation. When the Defense Department in an emergency asks us, 
we have to be 1 ready with the Standby. 


MANPOWER AVAILABLE 


Senator MaGnusoNn, Our manpower available as of today is around 
16 million ? 

General Hersury. Yes. They are the people who were under 26 
in 1948. 

Senator Magnuson. That does not include old fellows like Dirksen 
and myself ? 
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General Hersney. No. 

Senator Dirksen. Your 16 million registration, though, is actually 
a record maintenance operation / 

General Hersney. That is right. It is a continuous manpower 
potential. Weare the only people that know the availability of these 
some 16 million people, and that is a lot of those we do not know as 
much about as we would have to if we are going to operate any kind 
of reserve program. 

Senator Dirksen. Your function with respect to the increment that 
comes in every year is almost all automatic. It is determined entirely 
by the number who come in to the available age group ? 

General Hersey. Yes. 

Senator Dirksen. And you estimate that to be 1,200,000 on the 
basis of experience 

General Hersury. Yes. It is rising because of the birth rate of 
the forties. 

Senator Dirksen. Under the law, you have nothing to say about 
the 1,200,000 ? 

General Hersney. Nothing whatever. 

Senator Dirksen. You have to find them and you have to make the 
necessary record. 

General Hersury. That is right. 

Senator Dirksen. Your only liability then would be on the indue 
tion of them, would it not ? 

General Hersney. That is right. 

Senator Dirksen. You estimate 1,200,000 for 1956 ? 

General Hersney. That is right. 


EFFECT OF DROP IN INDUCTIONS 


Senator Dirksen. Suppose that dropped to 150,000: how much 
difference would it make in the cost of your operation ? 

General Hersnry. No difference. Tf it dropped to 150,000 it would 
be 1 of 2 reasons: Either the force is drastically cut, which means the 
Reserve forces will increase; or it may be because the recruiting is 
good. And unfortunately the cost is within a few cents more to have 
2 man enlist than when we induct him because I have already paid 
out one of my biggest amounts of money to transfer men from homes 
to the induction station, get a physical examination, and go back 
home. And the fellow who enlists, after he has done that, I have 
already an investment that is almost complete, and yet I get no credit 
for it at all. Well, I should not, I am not worrying about that, but 
that is where my money goes. And it looks like ‘T am not doing 
anything, but we are chasing people up to the induction center, and 
the recruiter does not give us a check for the $10, $12, $15, or $30 we 
have invested in travel alone for that man. 


CONSOLIDATION OF FIELD OFFICES 


Senator Dirksen. What are the prospects of consolidation of your 
field operation? You have 56 headquarters? 

General Hersuey. Yes. 
eae Dirksen. And those you virtually have to maintain under 
the act 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 101 


General Hersuery. I certainly recommended to the Congress that 
we never try to operate except by States, because that is our whole 
‘philosophy. We have tried to delegate back to the States—we are the 
only Federal agency I know that are so presumptious as to tell the 
vovernor of the State he is the head of our agency and make him 
believe it. 

TOTAL LOCAL BOARDS 


Senator Dirksen. What is the peak number of your local boards? 

General Hersuey. Sixty-five hundred. . 

One of the things I have to plan for and run as part of my war 
gaming is how each State will extend rapidly the number of local 
boards if we should get into an emergency. 

Senator Dirksen. But, on the other hand, if there is no need for 
expansion in that field, what is the prospect for limiting or decreasing 
the number of local boards { 2 

(eneral Herstiny. None. 

Senator Dirksen. You dropped from 6,500 to 3,912 ? 

General Hersury. We have some special dispensation in the pres- 
ent law, which we did not have in the World War II act, from Con- 
gress that in some of these very thinly settled areas we can put more 
than one county in a local board. But unless you are in a very 
thinly settled area there are a lot of reasons why you do not want to 
combine two counties, because immediately the question is where you 
are going to have it, and you have to have it in one county seat and not 
in the other r, and then you will begin to get letters and we begin to get 
letters. 

BOARDS ON COUNTY BASIS 


I mean other things being equal, this thing was based on a county 
basis, and we had better have a local board in each county, and even in 
some of our large cities we are down to the minimum number of boards. 
Final decisions are made by the governors. 

Senator Dirksen. You think you are down to the hard core now on 
a nonemergency basis? 

General Hersury. Yes. In fact we have gone up a little since Ko- 
rea started. We have many of these local board clerks working on a 
part-time basis, which is all right when you are not operating very 
much. But when you have to speed up, sometimes they have made 
other arrangements and they cannot go back on a full-time basis. But 
we have hundreds of girls now on a part-time basis in local boards. 


DESTRUCTION OF RECORDS 


Senator Dirksen. What was the reason for the House action in de- 
nying you authority to destroy records ¢ 

General Hersury. We are destroying records. 

Senator Magnuson. I think what the Senator from [linois is talk- 
ing about is that the House eliminated out a section on a point of order, 
and we wanted to ask you what effect that will have. It is authority 
to destroy records. 

General Hersury. We are very much in the record-destroying 
business. We want to be quite through by July 30. 
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MICROFILING RECORDS 


Senator Dirksen. Do you not microfilm records before they are de- 
stroyed ? 

General Hersury. No. That would be a sizable job. 

Senator DirKseN. What questions may arise involving records de- 
stroyed ? 

General Hersney There can be some. 

Senator Macnuson. A few legal questions ? 

General Hrrsuey. We do not happen to be the people that want 
to destroy them, because as good bureaucrats we were taking records 
as part of our job. But for the last 4 or 5 vears the pressure has been 
pretty great, and the Congress finally authorized the destruction. 
And we are now engaged in the destruction of records. Tt will not be 
quite completed by the end of this fiscal year, but it will be awfully 
close. 

Senator Magnuson. How far back do you go? 


WORLD WAR IT RECORDS 


General Hersey. Those are only World War II records. In talk- 
ing about the “48 act, those records are not involved in this at all, 
Under the operation of the ’40 act, World War IT, it involves some 56 

or 60 millions of registrants files. 

Senator Magnuson. Of course, those fellows that went into World 
War IT would have another record somewhere ¢ 

General Hersury. We are turning over to the Adjutant General of 
th United States the part of the record that shows the military history. 
We are keeping the registration cards and we are keeping the book 
that shows how they were classified at different times. But there are 
still thousands and thousands of other records. 

Senator Macnuson. That are not necessary ? 

General Hersury. There is always a calculated risk, but if you keep 
everything 

Senator Magnuson. I think as long as a fellow, in later life, as long 
as he has the record of his induction or his reporting or his dise harge, 
that is about all you need. You keep the most vital records. 


SERVICE RECORDS 


General Hersuey. The Armed Forces, of course, have his record 
in the service. But what we will lose are the men who never got into 
the service. 

Senator Magnuson. Just were registered and—— 

General Hersury. A good many times somebody might want to 
know why they did not get in, but a lot of times we do not tell them 
even if we have the records. Because it is confidential, and Congress 
impressed upon us the confidentiality of the record and we try to main- 
tain it. 


REJECTIONS 


Senator MaGnuson. Is your percentage getting less and less? 
General HersHey. No. 

Senator Dirksen. What isit? 

General Hersuey. Between 35 and 37 or 38. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 103 


As the keeper of the count on manpower for any future emergency, 
we are getting ourselves further and further into a very unfortunate 
position, because we have over 2 million men, most of them under 26, 
who the Armed Forces said they could not use, and yet in emergency 
they said they know they are going to have to use at least half of 
them. And it is very unfortunate to not train when you have time, 
individuals who are difficult to train. 

Senator Magnuson. How much of that is health? 

General Hersuey. It is all health, but some of it is, of course—— 


MENTAL CASES 


Senator Magnuson. How much of it is mental ? 

General Hersurey. I would say forty-some percent of it. 

Senator Magnuson. Forty percent of the so-called thirty ? 

General Hersuey. That is right. 

Senator Magnuson. We understand these are general figures? 

General Hersuey. That is right. 

Senator Ropertson. We have 20 counties in Virginia, where there 
ure more Negroes than whites, and you will reject five times as m: ny 
Negro boys as you will whites. Why is that? 

General Hersury. What it does is that it makes a very unfortunate 
imbalance of manpower. I will give youan example. 

During World War II, I will not name the State, but there was 1 
State that had 57 percent of all of the people who were between 18 and 
30 who were in the service; 1 State 31 percent; and yet the one that 
had 31 percent had been taking white fathers for a year earlier than 
the one that had 57 percent. 

Now, that is one of the things that the Director of Selective Service 
has to live with. 

Senator Magnuson. But that isthe local board; is it not? 

General Hersury. No. The local board has nothing to do with 
acceptance. I have nothing to do with the acceptance. I cannot, by 
turning my hand, do anything except send men back. The Congress 
has, and I think wisely, given to the Armed Forces the complete ac- 
ceptability, and yet you get 2 million people that they have decided 
are unusable and then you get into an emergency and you have to 
take them and you have not the time and yet the men you have require 
more than the other people. 

I have told this yarn many times. When I was a kid I used to 
peel potatoes and in winter I picked out the big ones because they were 
easier to peel. And in the spring when work ‘got pressing around the 
farm I peeled the small ones even though I did not have time. But 
I had to do it because [ peeled the large ones in the winter. 

Senator Magnuson. I used to take the one without sprouts. 


ROTC PROGRAM 


Senator Roperrson. I note that there are 260 schools that have an 
ROTC program and they get a commission when finished. We have 
nine that are recognized as ‘the leading military schools of the Nation. 
They get a full 4-year course and emphasize from start to finish mili- 
tary training. But if they are not called to active duty they get 
drafted then as a private; do they not ? 
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General Hersnry. Yes. Not many of those are actually drafted. 
I doubt very many have been taken. They cannot be drafted from 
ROTC, unless they are dropped from their commission. 

Senator Magnuson. The Senator wants to know about being drafted 
from these military schools. 

General Hersnry. If he is commissioned by ROTC, so long as he 
retains the commission he is not subject to the draft. The boys that 
are commissioned in civilian life, unless they get called, we—— 

Senator Magnuson. In other words, if L go, let us take the Uni- 
versity of Washington and take ROTC and then vo in the Reserve, | 
cannot be drafted: but 1f I went tothe Virginia Milit: ary Institute—— 

General Hersey. They are the same. It is a strictly military 
school and still it has the ROTC. 

Senator Magnuson. Is there 2 military school without being an 
ROTC? 

General Hersney. I think there are some boys in the military 
schools that are not in the ROTC, and if those boys’ get out they do not 
get a commission then they will get drafted, there is no question about 
that. But the ROTC commission protects them as long as they have 
it. 

Senator Rorerrson. That clears up the misunderstanding T had. 
Tf they had a ROTC commission and did not get called to active duty 
they would be subject to the draft: is what I thought. 

General Hersury. No; unless they lose their commission in which 
case they are liable the same as anybody else. 

Senator Magnvson. But you could go to a military school and be 
militarily trained without a commission and you would be drafted? 


General Herstrey. Yes. Frankly, those are the ones we ought to 
be looking for. 

The committee has other things, but I do not want to let anything 
I do not say—— 

Senator Magnuson. No: we are interested. 


DEFERMENTS FOR FARM WORK 


Senator Ronrrrson. There is one other question I would like to 
ask. Technically in the law you have an exemption shown for a man 
in essential farm work ? 

General Hersury. Not exemption, Senator. 

Senator Ronerrson. Possibility of deferment ? 

General Herstiry. Yes. But a deferment means there is an end. 
An exemption has no end. 

Senator Ronerrson. Then, let us call that deferment. He has a 
technical deferment, but the draft boards in Virginia say that under 
instructions given them they cannot exercise any diseretion whatever 
on that, they have to draft them no matter how essential, because they 
say they have a surplus of farm products and why say anybody is 
needed to produce them. 

General Hersuey. Of course, there are some differences of opinion 
in that area, but the local boards believe, right or wrong, that the 
Congress told them that they could defer people, but sometime before 
they were 35 they had to serve. 

Now, the boards may be wrong, but the boards thought that when 
the Congress—I am sure you gentlemen remember when you first 
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passed the law in 1948, you only made a man serve if we got him before 
he was 26. But in 1951 the C ongress came along and said if you get 
« deferment any time before you are 26 you are liable until you 
are 35. 

The local boards and the Director may be wrong, but I could not 
believe that the Congress extended liability for 9 years without pur- 
pose. I mean I figured they were driving me to the place where 
| was supposed to get that man. 

And I have gone back and told the House Committee and the Sen- 
ite Committee of the Armed Forces several times exactly how we read 
the law and hoped that if that was not what they meant we wished 
they would change it because it is certainly a very embarrassing situa- 
tion with us. 

I think those boards had felt that they eventually had to take 
man. Jam sure you will agree with me on this, and while our farm- 
ing is not too good where I come from, it is the only thing we had, 
but we would tend to believe that a boy could probably be sp: ared from 

| farm a lot easier than could a man up in the twenties or thirties, 
Samia the older he gets the less reason there is to dislocate him. 

One of the things I am up against is registration up in the thirties. 
Maybe right or wrong, but they have been deferred. Yet I am sup- 
posed to see that they serve and with the calls as low as they are, there 
is no earthly excuse in need for anybody, because you can find 10,000 
anyway. And yet where, between equity and need, is the local board 
and the Selective Service Director going to be? 

Now, I have a great deal of sympathy with the fellow that is on in 
years and one of the reasons I like this reserve plan is to get them off 
the books by getting them through the 6 months and off the books. I 
would like to have the C ongress fix up some way so that we could get 
some other people off the books. 


CONSCIENTIOUS OBJECTORS 


Senator Magnuson. Now, let us discuss the Saltonstall proposal. 
Are you familiar with that ? 

General Hrrsury. Yes. 

Senator Magnuson. I will place in the record the proposed amend- 
ment, with the supporting figures. 

(The document referred to follows :) 


CONSCIENTIOUS OBJECTOR PROGRAM 


On line 1, page 26, H. R. 5240, insert after the word “periodicals” 

“Not to exceed $10,000 for the purpose of remunerating registrants ordered 
to perform civilian work in lieu of induction in Federal Government work 
pursuant to section 6 (j) of the Universal Military Training and Service Act, as 
amended, at a rate of pay not to exceed that which 1s paid for similar employ- 
ment. Registrants ordered to such Federal work shall not be considered Fed- 
eral employees and none of the laws and regulations applicable to or governing 
Federal employees shall be deemed applicable to them.” 
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Number of conscientious objectors who have completed work 
Number of conscientious objectors presently at work 


Number who have volunteered 
Number of nonvolunteers ordered by the local board 


Number examined and acceptable 
Number not yet examined 


Program also operating in 41 foreign countries. 

This authority is needed to insure a position is available for a recalcitrant 
assignee, and while the sum of $10,000 will not permit more than 2 or 3 assign- 
ments, the fact that an assignment can be found for such a person will have a 
very beneficial effect on the program. 

In order that such persons not acquire Federal employee rights, the amend- 
ment specifically provides that he shall not be considered a Federal employee 
while on such assignment. 

General Hersuey. Here is the proposition we are up against on the 
conscientious objectors. If you remember, during the war 

Senator Macnuson. Before we get into it, approximately how many 
conscientious objectors do you have? 

General Hersury. Around 10,000. 

Senator Maenouson. Is that yearly or the total ? 

General Hersuey. That is the total. 

Of the 10,000 we have 1,800 who have completed their work. I 
mean we have gotten even with the law the way it is. We figure it 
is a little difficult. We have gotten them through, so we are settled 
with them. 

We have 3,633 presently at work. That adds up to around 5,400. 
Of that number 5,348 volunteered to do some sort of job we could let 
them do, and that is all right; that takes care of itself. 

But the 85 that would not volunteer get us into trouble because, as 
you remember, the Congress, initially, during the war, made us put 
them in camps. But that was not satisfactory, so in 1948, the Con- 
gress decided they would not have to do anything. By 1951 that was 
not satisfactory. 

So what they did in 1951 was to say that we would have them work: 
we ordered them to work in places of national importance, but gave us 
no authority for anybody to hire them. And that leaves a few minor 
administrative details that are not so good. 

Now, obviously, no Director of Selective Service can order a man to 
go to work for someone that is making a profit off his work. S there 
must be some place where there is no profit involved. One of the first 
places is the Federal Government. Then you get into civil-service 
rules, because many times he may be a felon because he refused to reg- 
ister. So we cannot get them to work for the Government much. 

We go to the States, and the States have problems sometimes finding 
jobs for people themselves. 

Senator Magnuson. The Governor has some political problems on 
his hands? 

General Hersury. He does. And yet we have had magnificent 
cooperation from the States. But what we get back to, occasionally 
we get a recalcitrant who will volunteer for nothing, and nobody is 
going to volunteer to take him, not that kind of fellow. 
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Senator Rozgerrson. Do you think the Congress was operating like 
this?) There was a wise old owl and acentipede. The centipede said, 
“When I get rheumatism I get it in all my feet.” The wise owl said, 
“Then why not get changed to a rabbit?” ‘The centipede said, “How 
would I do that?” And the owl said, “I operate only at the policy 
level.” 

General Hrersnety. When this thing was started, I did not have any 
hope we could do it. When we are thinking of Senator Saltonstall’s 
amendment—we talked a little bit about it—if the committee would 
allow us to use $10,000 to pay recalcitrants—now, mind you, we figure 
we may not have to pay, this is the fellow nobody is going to take and 
he will volunteer for nothing, and we have to order him to work. If 
we ordered him to some governmental agency to work, then we can 
get somebody to testify that he could have been hired and paid. They 
don’t want to use him as one of their own employees because then they 
vet into civil service and a lot of other things. 

Senator Ropertson. I had the same problem dropped in my lap in 
World War I. We had more conscientious objectors from Pennsyl- 
vania and Virginia than any other one camp. So the War Depart- 
ment told the department to submit a plan to handle them. They 
would not even peel potatoes, would not even wear a uniform. So the 
commanding general told me, “A lot of them come from your State, 
vou give me the plan.” So I gave him a plan. He submitted it to 
Washington. 

The plan in broad terms was that we would send a good Federal 
judge down there and separate the sheep from the goats and prose- 
cute the goats and let us farm out the sheep in the farms and lumber 


operations at the same pay the soldiers got, a dollar a day. And that 
was adopted. That is the way we solved it then, but there have been 
a lot of complications since that time. 

Of course, we had no trouble getting people to take them at a dollar 


a day during World War I. 


CONSCIENTIOUS OBJECTOR EARNINGS 


General Hersuey. We turned well up to $2 million into the Treas- 
wry in the last war that conscientious objectors earned working. 

Senator Dirksen. You have this problem, however: If you pay a 
few of them and it becomes generally known, the boys say, “If you 
just stand your ground they will have to pay you.” 

(reneral Hersuey. They get paid now. These boys work in hos- 
pitals and institutions—we have to be careful or we get into trouble. 
You ean imagine who would be hollering if they are paid anywhere 
below the rate. They have to find jobs that are far enough down the 
scale that we do not get into trouble that they have good jobs, and 
yet they have to be paid at the going rate, because if you do not, you 
we in trouble with another group of people. But we have some 
people that are not going to do it even though they get. paid. 

You can see how little we have thought would solve the problem, 
because this will pay only about 3 people a year, something like that, 
around $3,000 annual pay. We think we are not going to have to 
pay them, but we sometimes cannot find anybody that will allow us 
to order one of these people to work for him. So how can we prose- 
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cute or order him, because he might fool us and go, especially if he 
thought they would not take him anyway ? 

We have about 4,700 left that we have not run through yet. But 
that is not because we are having trouble. It means that we have 
not gotten to their numbers yet. 


DETERMINATION OF CONSCIENTIOUS OBJECTORS 


Senator Roprerrson. How do you determine whether a man ts 4 
bona fide conscientious objector ? 

General Herstiry. Even the Supreme Court gets into that. The lo- 
cal board determines it initially. A man has ‘the 1 ight to appeal to 
the appeal board. If he does, the Department of Justice inv estigates 
him and has a hearing and reports to the appeal board. The appeal 
board makes a finding and either he has an appeal to the National 
Presidential Board or he does not, depending on whether he got any- 
body to vote for him or not, on the appeal board or whether the na 
tional director appeals for him—of course, you are dealing with a 
thing entirely subjective. The Supreme Court is holding that a man 
has a right to defend himself and fight in theocratic warfare. And 
the poor local board is sort of caught. When they put him in 1-A, 
they did it because he said he would fight or has been in a braw! 
somewhere, and then the court comes along and says that is not th 
basis in fact for denying him his conscientious objection. 


PUBLIC LISTING OF CONSCIENTIOUS OBJECTORS 


Senator Rosertrson. Would it hurt any if the local draft board 
would keep two public lists; on one they would put these that have 
been classified as conscientious objectors, so the other young me! 
in that county would know who is claiming that. Then a list of those 
who have been classified but refused to do anything at all. 

General Hersuey. The first boy who is classified as a conscientious 
objector he is posted as classified, and as soon as he becomes a delin 
quent he is posted. 

Senator Rosertson. Is there a public listing of it? 

General Hersnery. Yes, there is in each loc: ul board office. I have on 
my desk now a doctor that would esteem it a privilege if I would pub- 
lish in every paper in the United States the fact that he had refused 
to do anything. I mean you get into some very odd sort of characters 
in this. 

And all this amendment would try to do is to give us $10,000 to try 
to use to pay individuals who would not accept anything else whe 
we had to order them to something that they would not accept. And 
if they came, of course, we would pay them. But if they did not come 
we would try them, and we could at least have a witness who would 
come in and say “Yes, I had a job and I would have taken him if he 
would have accepted it.” 

At the present time we do cooperate with some of the States and 
sometimes they appoint one of their agencies. But it is a little awk- 
ward to have somebody want to hire somebody that does not want to 
work, 
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WORK IN CHARITABLE INSTITUTIONS 


Senator Magnuson. But you could take care of the great bulk of 
them in so-called charitable institutions? 

General Hersuey. 97 percent of these are going to make it. If 
you had asked me 2 years ago I would have said I do not know, but 
it has worked better than I thought. 

We have several of these people abroad and I think they are doing 
all right. They are doing a lot of reconstruction work over in Ger- 
many in one place or another. 

Senator Rosertson. Do you have a budget estimate for that $10,000? 

General Hersuey. The amendment w vould not add $10,000, but 
merely gives language to authorize the use of this sum from appro- 
priated ‘funds. 

Senator Magnuson. This is a suggestion of Senator Saltonstall, 
who has apparently discussed the problem with Selective Service and 
the Armed Services Committee. 

General Hersuery. He has discussed it with only Selective Service. 

Senator Ropertrson. Was it tendered to the House? 

Senator Maanuson. No. 

General Hersney. It is just language to permit it, not to exceed 
$10,000. We are not asking for any more money. 

But I do not want that to mean that taking the $443,000 away from 
our State operations is not going to be somew ‘hat approaching disaster. 

Now, these State headquarters, as, Senator Robertson, I mentioned 
before you came in: We have around 1,300 people scattered in 56 places, 
and we are awfully thin, and any reduction of personnel we just can- 
not stand it. Not only that, but the reduction in travel money. We 


realize the money looks large, but unpaid people are kept by folks in 
whom they have confidence going out and talking to and urging and 
trying. You cannot do it by writing. 


REQUEST FOR RESTORATION 


Senator Rogerrson. What is the amount of restoration ? 

General Hersury. Five hundred thousand dollars. And four hun- 
dred forty-three of that is in the States. 

Senator Roperrson. Is all of that $500,000 essential ? 

General Hersney. I think it is vital. 

If we are facing a very pleasant future; if the $10,000 calls looked 
as if it was going to be a permanent thing; but we must be in a State 
tomorrow to take a call of a hundred or one hundred fifty thousand. 

Senator Roperrson. Would that bring you up to your full budget 


estimates ? 


General Hersury. Yes. What I do not want to lose is a skilled 
clerk now, and then go out and try to find him 6 months from now. 

Senator Roperrson. If we put the $500,000 back 

General Hersuey. Yes. The restoration will bring us up to what. 
we came over for. You see, the House cut nothing from the local 
boards, which is our largest group. But they cut $443,000 from our 
States, and about $69,000 from national headquarters. 

Senator Rornerrson. How does that item compare with what your 


appropriation has been in this fiscal year. 


General ITersury. We are about a million less than last year. 
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Senator Magnuson. I have the figures here. They are on your slip 
here. They had $29 million-plus last year; this year they have budg- 
eted estimates of $28 million-plus. The restoration of $500,000 would 
bring it to less tharf last year. 

General Hersney. Yes; about $1 million less than last vear. 

Of course, one of the things is that it is very difficult—and I do not 
blame you Meimbers of Congress—when your calls are 10,000, they do 
not see that first you have just as many to register, just as many to 
classify. Not only that, but we could not go to Congress and ask for 
money, and we are not now, to run the doctors’ draft, and yet it looks 
as though that is a certainty. 

There is a new Reserve plan, and we did not ask money for that, 
but if that is upon us it would probably double our work. And it is a 
bad time to curtail. 

Senator Magnuson. General, you say that the elimination of the 
language which reads “to destroy records” will not affect you in any 
way ¢ 

(General Hersuey. No, it will not. 


PROHIBITION OF RECORDS TRANSFER 


Senator Magnuson. Now I want to ask this question. There is a 
proviso in the language that was eliminated which says that “no rec 
ords may be transferred.” Does that prohibition still exist ? 

General Hersuey. Yes, under the Federal Records Act of 1950. 

Senator Macnuson. Do you have any more questions, Senator 
Robertson ¢ 

Senator Rosertson. That is all. 


Senator Maenvuson. Does anyone else wish to testify on the Selec- 
tive Service item / 

If not, we thank you gentlemen for coming up, and I again apolo 
vize for holding you over 1 day. 

General HersHey. Thank you very much, Senator. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF EDMUND F. MANSURE, ADMINISTRATOR; MAX 
MADLEY, COMPTROLLER; MAXWELL H. ELLIOTT, GENERAL 
COUNSEL; PETER A. STROBLE, COMMISSIONER OF PUBLIC BUILD- 
INGS; F. S. POORMAN, DEPUTY COMMISSIONER; J. E. STRAWSER, 
ADMINISTRATIVE OFFICER; W. A. SCHMIDT, DEPUTY DIRECTOR, 
BUILDINGS MANAGEMENT; J. P. PINKLEY, DIRECTOR, NATIONAL 
INDUSTRIAL RESERVE; T. L. PEYTON, DIRECTOR, SURPLUS REAL 
PROPERTY; CLIFTON H. MACK, COMMISSIONER OF FEDERAL SUP- 
PLY; WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES; 
AND A. J. WALSH, COMMISSIONER OF EMERGENCY PROCUREMENT 


BUDGET REQUEST 


Senator Magnuson. We will hear next from the General Services 
Administration. 

Mr. Mansure, just to start this off: The 1955 appropriation was 
$535 million-plus. Your budget estimate for 1956 was $719,261,000. 
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The House allowed you $716,610,000. You are $181,216,100 over your 
1955 appropriation with the House allowance, but you are a net of 
$2,651,000 under your 1956 estimates, and you are asking for the 
restoration of $7,651,000. Is that correct ? 

Mr. Mansure. That is correct, Mr. Chairman. 

Senator Magnuson. We also have a letter from you in response to 
a letter from the committee, in which you point out the amendments 
that you believe should be changes from the House bill that are nec- 
essary. 

We will be glad to hear from you on those amounts. 

| see that you are asking for a restoration, the largest amount being 
“Operating expenses, Public Buildings Service.” You are asking 
for $3,271,000. That is a restoration which brings you up to your 
1956 estimate. You might address yourself to that first. That is one 
of the large items in the total of $7 million. 

Mr. Mansure. Mr. Chairman, Senator Dirksen, Senator Robertson, 
| would just like to say before that that the largest amount of that 
increase over 1955 was $141,500,00 in the strategic and critical materials 
stockpiling program. 

| do not have a prepared statement but I have some notes from 
which I would like to recap the situation, 


GENERAL STATEMENT OF THE ADMINISTRATOR 


The independent offices appropriation bill of 1956, as reported to the 
House, included 12 appropriation items for the General Services Ad- 
ministration totaling $716,610,000, a reduction of $2,651,000 below the 
budget estimates. No further change was made in the bill as approved 
by the Hlouse. 

On the surface it might appear that GSA fared very well. However, 
the bulk of the budget estimate for GSA was $548,900,000 for stock- 
piling critical materials, which was approved by the House in full. 

The House committee increased one item $5 million above the budget 
request. Therefore, cuts for other tems actually amount to $7,651,000. 
Cuts in specific items run as high as 25 percent ; and in some cases 
cuts were accompanied by new restr ictive limitations. 

Under the bill as passed by the House, GSA’s capacity for supply- 
ing services to other agencies of Government would be seriously 
impaired. 

As a service agency, operations of GSA are always caught between 
two strong forces over W hich we have no control. 


HOUSE INCREASE OVER BUDGET ESTIMATE 


Senator Roperrson. May I interrupt you there so I can follow you 
better ? 

While the total is $2,651,000 below the budget, the House added 
85 million to the budget. Are you asking for that $5 million increase 
to stay in there, plus all the rest of it to stay in there, or are you recom- 
mending that we go back to the budget on that item, cut that $5 
million out? 

Mr. Mansure. No, Senator Robertson. We are not suggesting any 
change in that item because there is actually a need for those funds. 
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However, I just brought that out to show that instead of talking about 
cuts totaling $2,651,000, we are actually talking about cuts totaling 
$7,651,000 in other operations. That is what we Shad in mind. 

Senator Dirksen. That increase, Mr. Mansure, was put in by the 
House, was it not / 

Mr. Mansure. That is right. 

Senator Rosertson. You did not request it? 

Mr. Mansure. No; we did not ask for the $5 million. 

Senator Dirksen. I am speaking of the Washington area. 

Mr. Mansvure. I would like Mr. Medley, our comptroller, to ex- 
plain that. 

Mr. Meprry. Senator, Mr. Mansure is speaking of a figure of 
$7,651,000, which was the actual amount of the cuts in various appro- 
priation items. Now, what you are referring to, I believe, is a new 
limitation in one item for repairs to buildings in the District of 
Columbia. 

Senator Dirksen. Yes. 

Mr. Meptey. One of our amendments applies to that limitation. 
We will speak to that a little later, if that 1s all right with you. 

Senator Dirksen. Yes. 


GSA OPERATIONS 


Mr. Mansure (resuming general remarks). As a service agency, 
operations of GSA are always caught between two strong forces over 
which we have no control. On one hand, our customer and tenant 
agencies demand services and space which it is the sole responsibility 
of GSA to provide. On the other hand, our capacity for supplying 


such services and space is restricted by budgetary limitations and 
appropri: itions. 

This committee has traditionally shown a keen interest in the oper- 
ating and financing problems of GSA. We have submitted to you 
14 amendments to the bill, each of which we believe to be warranted 
in the interest of good Government operations. 

Congress has pi: ced in GSA the responsibility for leadership in 
producing good economical management of the Government’s prop- 
erty and records. Realization of expected economies in those fields 
depends upon our ability and capacity to provide such leadership. 
We will discharge this responsibility to the best of our ability and 
in keeping with financing provided by Congress. 

The confidence and support of the committee is of great importance 
to GSA. We hope you find that our objectives, efforts, and day-to-day 
operations war rant your confidence and support. 

Senator Magnuson. Now, Mr. Mansure, I think if we take this item 
by item we might get along. 


OPERATING EXPENSE, PUBLIC BUILDINGS SERVICE 


Senator Macnuson. We will start with your, amendment No. 1, 
“Operating expenses, Public Buildings Services,” in which you are 
—— for $3.271,000 which would bring it up to what the budget , as 

I understand, allowed you on this item. We will insert that in the 
record. 
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(The information referred to follows:) 
GSA amendment No. 1 
GENERAL SERVICES ADMINISTRATION 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 
PROPOSED AMENDMENT 


On page 11, line 10: Strike out “$95,960,000” and insert in lieu thereof 
“$99,231,000” (1956 House hearings, pp. 812 to 853). 
BUDGETARY DATA 
1956 budget estimate: 
Printed budget $99, 400, 000 


Amended by H. Doe. No. 95 99, 231, 000 
oC | ae aca eee ci ater ee 95, 960, 000 


Change 1955 to 1956 
1956 bill as reported to House 95, 960, 000 
Proposed amendment 99, 231, 000 


Change from bill reported to House +3, 271, 000 


LEGISLATIVE HISTORY 


House Report No. 304, page 7: 

“Operating expenses, Public Buildings Service.—Funds are included in the 
bill in the amount of $95,960,000 for this item, which is the same amount that was 
appropriated in 1955 and is a reduction of $3,271,000 in the budget estimate. The 
Government finances 95,667,000 square feet of building space from this appropria- 
tion, including 41,984,000 square feet in Government-owned buildings inside and 
36,303,000 square feet outside the District of Columbia.” 


JUSTIFICATION 


In reporting the bill the House committee stated that the amount included 
for this item is the same as appropriated for 1955, a reduction of $3,271,000 below 
the budget estimate. 

There are several important changes in programs whieh require more funds 
than were provided in 1955. The principal ones are: 

(1) Public Law 763, 88d Congress, abolishes the CPC schedule and requires 
transfer of custodial and craft positions to local prevailing wage schedules. 
This legislation causes an increase in payroll in 1956 of $4,180,000 over 1955. 

(2) Custody of industrial plants and machine tools returned to the National 
Industrial Reserve from commercial lease or use will require an additional 
$294,900 

(3) Drive to identify and facilitate disposal of unneeded Federal real estate is 
expected to increase disposal workload from $420 million in 1955 to $540 million 
in 1956. This will require $156,300 to finance an increase in property disposal 
staff. 

In all, gross increases in 1956 will require $5,188,200 more than the appro- 
priation for 1955. However, reductions of $1,917,200 in portions of the program 
for 1956 leave a net increase of $3,271,000 necessary to cover portion of the cost 
for conversion of CPC grades to local wage rates. 

The House bill would require additional reductions in space or operations 
equal to $3,271,000. In addition, the House committee inserted a proviso for a 
mandatory increase of $483,000 over the budget estimate in the amount to be 
used for repairs to buildings in the District of Columbia without increasing the 
total appropriation, which would necessitate a further reduction in space or 
operations. (See GSA amendment No. 2.) 

These reductions could be met in only two principal areas: 

(1) Further decrease in the present inadequate maintenance and operating 
services in Government-owned buildings. On the subject of condition of Gov- 
ernment buildings, particularly outside the District of Columbia, the Senate 
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committee expressed considerable concern and dissatisfaction last year (Senate 
hearings, pps. 209 214; S. Rept. No. 1339, p. 6). The appropriation for 1955 was 
inadequate to improve cleaning conditions over those criticized for 1954 and 
the budget estimate for 1956 provided no improvement over 1954 or 1955. 
Application of the reduction made by the House to this operation would onjy) 
worsen existing conditions. 

(2) Further decrease in leased space. When space in existing Government 
owned buildings is fully occupied by other agencies, the only means by which 
GSA can provide quarters to meet the total requirements of agencies is by) 
leasing space. Turing the past few years, Congress has prescribed reductions 
in leased space which have necessitated all-out efforts by GSA to move agencies, 
reassign space ,and compress occupancy into the least possible areas. 

However, it has been found impossible to reduce leased space during 1955 
to the extent contemplated and it has become necessary to divert $1 million 
programed for repairs to pay for leased space. This means that GSA will start 
1956 with some 500,000 square feet of space more than was programed in the 
budget estimate. 

Prospects for substantial reductions in leased space during 1956 are not bright. 
Reductions have been made to the point where only a hard core of leased space 
remains from which only a few thousand feet here and there can be released. 
Furthermore, appropriation bills of other agencies reported to date do not 
indicate significant reductions in employment and some reflect increases not 
contemplated or provided for in the budget estimate for this item. 

Under this appropriation GSA finds itself caught between two forces over 
which it has no control, (@) demands of “tenant” agencies for space to meet 
their requirements as authorized by Congress and ()) limitation on GSA capacity 
to supply such space by appropriations which finance space expense. 

This proposed amendment (as well as amendment No. 2) is considered to be 
in the best interest of overall Government operations and its approval is urged 

Senator Rorerrson. As I understand, the request is to give them the 
full budget estimate for everything, and then add $5 million in 
buildings outside the District, which would make it $5 million above 
the budget ? 

Mr. Mansure. That is correct. 

Senator Magnuson. In other words, the House allowance is $2,- 
651,000 under the budget, under your estimates, and you are asking 
for $7.651.000. 

Mr. Mansurr. Yes. Mr. Strobel, Commissioner of Public Build 
ings, will speak on this item. 

Mr. Strropet. Mr. Chairman, I would like to refer to language in 
the House committee report, which states that the reduced amount 
of $95,960,000 is the same amount that was appropriated for 1955. 
It is the same amount, but there have been several increased require- 
ments that make it of paramount importance to us that the entire 
reduction of $3,271,000 be restored. 


ABOLITION OF CPC SCHEDULE 


The largest requirement is an obligatory expense passed on to us 
by Public Law 763, 83d Congress, which abolishes the CPC schedule 
and requires transfer of custodial and craft positions to the local 
prevailing wage schedules throughout the country. That one single 
item will increase our obligation by $4,130,000. In other words, 
it is an expense that has been added and something that we cannot 
avoid. 

Senator Dirksen. It will be mandatory, will it not? 

Mr. Mansvure. That is right. 

Senator Drrxsen. Because I expect under the law that will have 
to be paid? 

Mr. Mansvre. That will have to be paid. 
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Senator Ropertson. I did not quite follow you how this became a 
mandatory obligation. 

Mr. Mansure. It is Public Law 763 that abolishes the CPC schedule 
under the Classification Act. 

Senator Roperrson. What is that CPC? 

Mr. Mansvre. That is the “Crafts, protective, and custodial” work- 
ers. They have been paid according to a fixed CPC scale and that 
has now been abolished by the law. ~ They will be paid during 1956 
at wage rates prevailing in the locality where they are employed. 

Senator Rosertson. In other words, Congress passed a bill to in- 
crease their salaries and you have to pay them ? 

Mr. Srronev. That is right. If we do not get the money to cover 
this increase, then we will have to reduce our present substandard 
operations still further. 

Senator Ropertson. You are asking for a restoration of just $ 
271,000 

Mr. Srrospen. That is right. There are some minor adjustments in 
other items which result in a net increase requirement of only 
$3,271,000. 

Senator Rornerrson. Did you make that statement to the House 
committee ? 

Mr. Srropet. Yes, sir. 

Senator Rosertson. What did they say ahout that ? 

Mr. Srrosen. There was no discussion on that. 

Senator Roperrson. They recognized wages had been increased but 
they still thought you were getting enough money to meet them ? 

Mr. Meptey. The report stated : 

Funds are included in the bill in the amount of $95,960,000 for this item, which 
is the same amount that was appropriated in 1955 and is a reduction of $3,271,000 
in the budget estimate. The Government finances 95,667,000 square feet of 
building space from this appropriation, including 41,894,000 square feet in 
Government-owned buildings inside and 36,303,000 square feet outside the District 
of Columbia. 

Senator Rosertson. Did they just forget about this increase, or 
just conveniently ignore it? Or w hat is your view on that? 

Mr. Meptery. I really don’t know, Senator. | 

Senator Dirksen. I do not think GSA ought to be put in the 
unhappy position of commenting on that, because we have some ideas 
about it, I am sure. 


EFFECT OF REDUCTION 


Mr. Srropex. If we have to stand that reduction, there are only 
two ways whereby we could meet it. One would be by reducing our 
force. That, by the way, would amount to a reduction of approxi- 
nately 1,000 to 1,200 custodial workers all over the United States 
out of a total of about 7,000. So that would mean that our cleaning 
operation would be further downgraded to the extent of something 
like 17 percent. 

Senator Rosertson. That would not be a good idea because we have 
to clean up some of the dirt now. 

Mr. Srropet. That is right. We would like to get rid of some of 
the dirt instead of piling up more. 
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REDUCTION OF RENTED SPACE 


The only other way we could meet the reduction would be to try 
to reduce our rented are There again we are up against circum- 
stances beyond our ecaival, 

Senator Roperrson. What do you rent areas for ? 

Mr. Srrosev. We rent and operate areas on an average of $1.86 a 
square foot. 

Senator Ropertson. I mean what do you use the buildings for ? 

Mr. Srroser. We use them to house office workers of other Federa! 
agencies. They are office buildings and some special facilities like 
warehouses. 

About the possibility of reducing our rented areas, I would say it is 
virtually nil. In fact, the situation is in reverse. I would like to 
point out that in fiscal 1955 we are unable to meet the goal set for 
giving up rented space by about $1 million. That means that in order 
to come out even this year we have had to transfer $1 million from our 
repair program in order to take care of rent. 

Senator Roperrson. Is there no practical way you can absorb this 
cut ¢ 

Mr. Srronet. We know of no way whatsoever. 

Senator Ropertson. It is not realistic because Congress increased 
the pay? 

Mr. Srroset. That is right. 

Senator Rozvertson. I think that makes it clear, Mr. Chairman. 

Senator Maenuson. I wanted to ask this question. The amount 
here mainly involves a pay raise and not an increase in maintenance 


for operating buildings; is that correct? 

Mr. Srropen. It is exclusively an increase in pay. We have gone in 
with a budget request for 1956 that would make it possible for us to 
continue only our present low standard of operation. 


LEASE-PURCHASE PROGRAM 


Senator Magnuson. I want to ask this question, which is a matter 
of policy. We passed a bill in the last Congress which allows post 
offices to be built by contractors at a fee, reasonable fee, and we then 
rent the post office. At the end of 20 years maybe we buy it back and 
maybe we do not. I just want this clear on the record, because I was 
violently opposed to the act. I thought we should have appropriated 
money for needed public buildings instead of paying double the 
amount over the period of its life. 

I was wondering what the contractors do. Do you maintain these 
public buildings, all post offices, whether they are owned by the Gov- 
ernment, or merely rented ? 

Mr. Srroser. In regard to those buildings that we would acquire 
under Public Law 519 

Senator Magnuson. These are buildings we rent, not own. 

Mr. Srropet. But we would acquire them under that law, and they 
would remain in private ownership for the term of amortization. It 
would be our intention to maintain and operate those buildings our- 
selves, 

Senator Magnuson. What I am trying to bring out is that the Gov- 
ernment is going to bring out and pay for the custodial service. 

Mr. Srrosen. That is correct. 
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MAINTENANCE AND REPAIRS 


Senator MaGnuson. What would be your policy as to repairs ? 

Mr. Srropet. We would take over the maintenance and repair as 
well. 

Senator Magnuson. So it is possible that a post office would be 
built under this act and we went it, but we also take care of all custo- 
dial services and repairs, too 4 


REIMBURSEMENT OF LOCAL TAXES 


Mr. SrroseL. That is correct. We would also reimburse the local 
taxes. 

Senator Dirksen. However, in negotiating the lease, these factors 
are taken into consideration ¢ 

Senator Magnuson. Yes. But I just wanted to get this clear. 

We are going to pay the local taxes, maintain the building custo- 
dially, and make the repairs. 

Mr. Mansure. At the end of the time the Government will own 
the building. 

Senator Magnuson. It depends on the contract, it may or may not. 

Mr. Mansurr. There is a difference between the Post Office and 
GSA lease-purchase programs. 

Senator Magnuson. I am not saying that you people have any- 
thing to do with this. In other words, your duty is that General 
Services is to maintain public buildings. 

Mr. Mansure. That is correct. But any lease-purchase contract 
that GSA makes will provide for definite Government ownership at 
the end of the period of time, whatever it may be. 

Senator Magnuson. It need not be? 

Mr. Srropet. The lease purchase is an irrevocable contract made 
at the start. 

Senator Magnuson. Then take a pure rent. 


POST OFFICE LEASES 


Mr. Mansvre. Let me explain it this way. The Post Office has 
a different rental authority than GSA. GSA can rent only 1 year in 
the District and 5 years outside the District. On a lease purchase, 
GSA can make an agreement or contract for 10 years or 25 years. At 
the end of that per iod of time the Government will own the building. 

What the Post Office does, that is a different procedure, and I do 
not want to comment on that phase of it because there are two dif- 
ferent phases entirely. They can lease buildings for 30 years. 


CUSTODIAL SERVICE 


Senator Magnuson. But you maintain the custodial service, do 
you not ¢ 

Mr. Mansvre. If it is a multipurpose building, that is, one pre- 
dominantly occupied by other than postal activ ities. If it is strictly 
a post office or substation, that is theirs. If it has other Government 
offices in it, such as the district attorney or some other function of 
Government, courts and so forth, and the building is occupied pre- 
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dominantly by other than postal activities, then we operate the 
building. 

Senator Magnuson. Most post offices do have other functions? 

Mr. Mansure. Larger post offices. But there are several smaller 
post offices in the country which are mainly for postal purposes. 

Senator Dirksen. The maintenance matter, is as long as it is broad, 
either way you take it, if, for instance, you enter into a contract 
whereby the building came to you at, say, the end of 21 years, when 
the amount of the lease is determined, ‘if the person who built the 
building had to maintain and operate it, obviously that would be an 
element in the rental cost that the Government may have to pay. If 
you pay it, it also becomes an element and would certainly diminish 
the amount that you pay by way of a monthly rental. So it would not 
make a difference one way or the other whether you operate it, o 
whether the private contractor operates it. 

Mr. Mansvure. That is correct, Senator. 

Senator Magnuson. The Senator from Illinois is correct that it 
should not. But I have looked over some of the contracts and over 
the 20-year period we are going to pay twice as much for a building 
than we would have if we had built it. In the meantime we are 
paying the custodial services, 

Mr. Stropeu. The big increase is that we are paying the local taxes. 

Senator Magnuson. And the fellow that built it goes and borrows 
the money, he pays interest on that, and then we pay him a reasonable 
fee, and there are two slugs of service charges. 

Mr. Mansure. We have to get re: alistic about this. It isa question 

f how much money is worth. There is a premium or additional 
souaia the Government pays for borrowing money. But if Congress 
appropriated, say, a $100 million for buildings, and then they so 
out and sell bonds, whether they are E bonds or whatever classification 
they are, you are still paying interest. 

Senator Magnuson. No. Now wait a minute. We only borrow on 
our deficit; we do not borrow the $100 million. We only borrow the 
proportion of the $100 million in ratio to what the deficit is. 

It may be only 1 percent of that $100 million that we have to go 
out and borrow. If we did not have a deficit you would not borrow 
a nickel, it would just be bookkeeping of the $100 million, we take in 
one hundred and pay it out. 

Senator Dirksen. But we have been in a deficit so long that we 
would be paying interest. 

Senator Magnuson. But we only pay a proportion of that $100 mil- 
lion. We do not borrow the whole $100 million. We borrow only 
the difference between what we take in and what we pay out. 

Senator Dirksen. Every dollar we appropriate which does not 
come in as revenue, of course, is borrowed money. 

Senator Macnuson. But that is a certain percentage. 

Mr. Mansure. I can assure the committee, as far as GSA is con- 
cerned, that we are not going to enter into any lease-purchase agree- 
ments whatsoever unless they are thoroughly justifiable. There has 
to be the need. They have to work out on a business basis; and if 
that is not the case, we are not going to go into the lease-purchase 
agreement. 

Senator Magnuson. I agree with you on that, but what I am trying 
to make is a comparison between if we appropriated the money and 
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built the buildings, or this procedure. You also find it is going to cost 
over a 20-year period about twice as much, and I will show you figures 

to prove it. That is on some buildings where they have now made 
contracts. They have not made ¢ ontracts with all of them. 

Mr. Mansure. I believe everyone agrees that financing by direct 
appropriation is the cheapest. On the other hand, lease purchase i is 
cheaper than straight rental, because under any GSA lease- purchase 
contract, the Government will own the building at the end of the 
contract period. 

Senator Dirksen. Of course, may I add one factor there. Mani- 
festly, in the face of a continuing ‘deficit, we have been in a deficit 
position for 19 out of the last 21 or 22 years. It is just highly doubt- 
ful whether Congress would appropriate the money. If they did not, 
the buildings and the services that are needed would simply not be 
available. 

Mr. Mansvre. That is very important. 

Senator Macnuson. We went over that argument on the floor a 
great deal. What I was trying to bring out was whether you people 
did the maintenance, whether the contractor did anything about it, 
maintenance or repairs or anything else. Apparently all “he acts as 
is the middleman to get the money. 

Mr. Srronen. As Mr. Mansure stated, we have found that in ac- 
quiring lease-purchase buildings if we average out the cost on the 
basis of 50-year life of the buildings, then the lease purchase would 
be a lot more economical than direct rental. 

Senator MacNuson. But not more economical than direct appro- 
priation to build it? 

Mr. Stroset. No, sir. 

Senator Magnuson. That is what I am talking about. Rental is 
another thing. 


POLICY ON RENTED SPACE 


Mr. Mansvre. Let me say that GSA should never own all the space 
they require for housing Federal agencies. When you own space you 
are like brick and mortar, you cannot go another way. So the sound 
policy may be one- quarter rented space. Then we can release the 
rented space or take it back as agencies decline or expand. 

Senator Magnuson. Yes. I appreciate the Government has to 
be flexible and rent buildings and in some places build buildings. 
But where you draw the line in this case, there has been no appro- 
priation for what you need; full F ederal financial buildings. You 
could carry this to the extreme and have somebody build a battleship, 
if you carried it to its end and call it the Battleship Shapiro, leased to 
the United States Navy. 


CUSTODY OF INDUSTRIAL PLANTS AND MACHINE TOOLS 


Senator Dirksen. Mr. Chairman, I notice two other explanations 
here, “Custody of industrial plants” and “Machine tools.” I am just 
curious as to what kind of workload you have there, how many plants 
you have to maintain. 

Mr. Srropev. I would like Mr. Pinkley to answer that question. 

Mr. Prvxury. We have 9 industrial plants that will be in standby 
or under protection and maintenance during 1956. 
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Senator Magnuson. What type of plants are they? 
Mr. Pinkiey. We have one large steel casting foundry. 


LOCATION OF STANDBY PLANTS 


Senator Magnuson. Where is that located ? 

Mr. Prnxtey. That is located at New Castle, Pa. 

We have two magnesium plants, one at Painesville, Ohio, and one 
at Wingdale, N. Y. We have one small oxygen plant in New Jersey, 
and we have a small graphite plant in I ennsylv: ania. 

Senator Dirksen. You have something in Texas and Michigan, | 
believe. 

Mr. Prnxiey. We have a small portion of a magnesium fabricating 
plant, at Bay City, Mich. We have one in Indiana which is the Gary 
Armor Plate plant, and a plant out in California, a magnesium plant, 
that is only partially occupied. The main or major portion of it is 
now in standby. 

Senator Magnuson. We can put a list in the record to save time. 

(The information referred to follows) : 


List of national industrial reserve plants—Statement of protection and 


maintenance costs 
Estimated, 
Name and location of plant 1956 

Air Reduction Sales Plant, Gloucester, N. $16, 900 
Amco Magnesium Plant, Wingdale, N. Y_-- 64, 100 
Senjamin Franklin Graphite Plant, Chester Springs, Pa 16, 800 
Diamond Mesnesium. Piant,. Painesville, Ohio.........—..~...........~. 144,500 
Dow Chemical Plant, Bay City, Mich 17, 200 
Electro-Metallurgical Plant (quarry only), Spokane, wasn... _ 21,000 
Gary Armor Pilate Piant, Gary Ind...........--...<s Simahabeac medic eate 179, 900 
Permanente Metals Plant, Manteca, Calif 109, 800 
United Foundry & Engineering plant, New Castle, Pa__-_-_-_---------~ 248, 200 


Total protection and maintenance cost 818, 200 
PLANTS ACQUIRED BY LEASE TERMINATION 


Mr. Pinxtry. That is an increase of four plants for the full yea 
over what we have in 1955. That is the only reason for the i lostunne 
in our protection and maintenance costs. 

Senator Magnuson. How would you acquire those two? What set 
of circumstances ? 

Mr. Pinxiey. Those plants were acquired by lease termination. 
The leases were not renewed. 

Senator Macnuson. The leases were for war purposes and they are 
now terminated, so you have custody of them? 

Mr. Pinktry. That is right, sir. 

Senator Maecnuson. Are there any more that you think you might 
have to take over ? 

Mr. Prnxtey. Not for the coming year. We will have approxi- 
mately 10 in 1957, and because we do not know for sure, we have to 
cover to a degree. Those 10 are leases which terminate and which 
have no renewal options. 

Senator Maegnuson. Who would declare—just for information— 
that these should be maintained, the agency that made the lease in 
the beginning ? 
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NATIONAL INDUSTRIAL RESERVE 


Mr. Pinkuey. Practically all of these plants are under Public Law 
883 of the 80th Congress. They are in the National Industrial Re- 
serve. They have been selected as necessary by the Secretary of 
Defense. 

Senator Magnuson. The Defense Department would say to you 
people that this is a plant we ought to keep for a while? 

Mr. Pinker. That is right. 

Senator Magnuson. And you have the custodial job? 

Mr. Pinxiry. Yes, to the extent we can’t lease them. 

Senator Magnuson. Do you call for bids for them ? 

Mr. Prnxtey. For leasing? 

Senator Magnuson. Suppose you had one standing by? 

Mr. Prnxiey. We normally would. However, the Secretary of 
Defense, under Public Law 883, can direct us to lease them to a par- 
ticular lessee. 

Senator Maenuson. That would be a selected lessee ? 

Mr. Prnxtey. That is right. We have approximately 16 leases 
which return to the Treasury some $2,226,000, which is considerably 
in excess of what we are spending. 

Senator Magnuson. I was going to say your continuing program 
on the standbys has been returning more money than what it cost. 

Mr. Pinky. Yes, sir. 


DISPOSAL OF UNNEEDED REAL ESTATE 


Senator Dirksen. There is one other item there, “Disposal of un- 
needed real estate.” Do you expect you may substantially dispose 
in 1956 ? 

Mr. Mansure. We hope to, but we do not know. Mr. Thomas Peyton 
can speak on that. Mr. Peyton is in charge of our real property dis- 
posals. ; 

Senator Magnuson. Do go ahead, Mr. Peyton. 

Mr. Pryron. Our estimate, Mr. Chairman, for the year shows an 
increase of approximately $120 million in declarations of excess. 
Since this budget was originally prepared and submitted we have been 
able to review the new inventory of all surplus property that recently 
has been completed and also in contacts with the Bureau of the Bud- 
get in trying to uncover unneeded surplus property in the hands of 
the holding agencies. 

T feel that in the light of more recent efforts along those lines, our 
estimate on increases of surplus property for the coming year is very 
conservative. ‘The agencies now are looking over their inventories 
very carefully to see what they have that might be declared surplus, 
sold, and returned to the local tax rolls and the money put in the 
Treasury. 

INCREASED STAFF 


We have asked for a very modest increase in staff for 1956. We have 
10 regional offices to conduct these operations. We have asked only 
for an additional 13 people scattered among the 10, to be placed in 
accordance with workload, to handle the increased job ahead. We 
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have asked for only 4 in our central office for supervision and direction 
of this operation. 

I am sure you gentlemen know how complicated these real-estate 
transactions can be. It is not like selling commodities at the corner 
grocery store, by any means. It takes time, it takes care. You cannot 
hurry these transactions, they have to be handled properly. 

We feel that if we are going to do the kind of job that should be 
done—and I am sure you gentlemen want us to do so—we must have 
a few more people to carry on this increased workload. 


TOTAL REAL ESTATE DISPOSED OF 


Senator Dmxsen. In round figures, how much real estate was dis- 
posed of in fiscal year 1954, or some period in 1955 ? 

Mr. Peyton. In 1954, Senator, $87,400,000 was disposed of. We 
have already so far on the first 6 months of 1955 exceeded our estimate 
for the entire year. In other words, we originally estimated we would 
be about at the 1954 level for 1955. Now, we are almost up to $75 mil- 
lion in the first 6 months of this present year. 

Senator Macnuson. Then in this case, too, the agencies give to you 
property that they say they do not further need ? 

Mr. Peyton. Yes, sir. 

Senator Magnuson. Then your job is to try to dispose of that at 
the best possible price ? 

Mr. Peyton. Yes. 

DISPOSAL PROCEDURE 


Senator Magnuson. What is the procedure; by law, of course? 

Mr. Peyton. Our first step is to circularize all excess property to 
all Federal agencies to see if it can be put to good use by another 
agency. 

Senator Magnuson. Down through the subdivisions of the Gov- 
ernment ? 

Mr. Peyron. That is right. In other words, the first thing is to 
make sure that the property declared excess cannot be used by some 
agency which may be coming to you for an appropriation to buy ad- 
ditional property. We want to use what we have first. As soon as 
we find out that no Federal agency has any justifiable need for it, 
then we determine it to be surplus and offer it for sale. 

The first process in planning, of course, is the analysis of the type 
of property, to determine how it should be sold, whether it is best 
suited for future industrial purposes, subdivision, or whatever the 
circumstances may be. 

From that point on we follow the normal procedures of appraising, 
advertising, direct mail solicitation, and so forth, and we can proceed 
in a number of ways. We can either use the sealed bid method of 
sale, which is our standard procedure; we can use the auction method, 
which has proved very satisfactory, especially in rural land sales; 
or we can use brokers under our new program, when circumstances 
warrant. ‘Those are generally our methods of disposal. 
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USE OF REAL-ESTATE BROKERS 


Senator Magnuson. In the case of using brokers, do you circulate 
it widely among a group of real-estate brokers, or do you pick out 
one man ¢ 

Mr. Peyton. We pick out one man and give that man an exclusive 
contract after careful review of all the eligible brokers. We pick a 
broker on the basis of a man’s demonstrated ability, his reputation 
for fair dealing and experience in selling the particular type of prop- 
erty we have for sale. 

Senator Macnuson. I understand that. Naturally you do that. 
ut suppose there are a hundred of them in the same category, with 
the same qualifications? Would you throw them all in a hat and 
draw them out, or how do you do that ? 

Mr. Pryron. I do not know what we would do in such circum- 
stances, since no such instance has presented itself. 

Senator Magnuson. Suppose there are two? 

Mr. Peyton. I do not believe I have ever seen a case where two men 
were exactly equal in selection. We are going to select the man we 
feel is best qualified for that particular job. 

Mr. Mansure. Mr. Chairman, I can answer that question. We use 
our judgment and experience. Furthermore, the broker that gets the 
exclusive shares the commission with another broker that comes 
in. 

We have one case, our first broker which we employed on the sale 
of a plant in Pennsylvania. He has circularized practically every 
industrial real-estate broker known in the United States. If any one 
of them produce a buyer, then that commission is shared on the regular 
real estate board basis of arrangement. 


COMMISSION RATES 


Senator MaGnuson. Your commissions are, I suppose, the prevail- 
ing rate in the area; or aré they the same? 

Mr. Mansvre. It is never more than the prevailing rate. 

Senator Magnuson. What is the prevailing rate of the sale? 

Mr. Mansvre. It varies on the amount of money involved in the 
property. If you would like a specific case, we can give you, for ex- 
ample, the one case we have closed so far, the New Castle case. 

What are those rates of commission ? 

Mr. Peyton. The rates are graduated, sir. The contract Mr. Man- 
sure referred to is 5 percent for the first $50,000; 3 percent for the 
next $450,000; 2 percent on the next $500,000, 1 percent on the next 
$4 million and above that amount one-half of 1 percent. 

Senator Macnuson. It was a big piece of property ? 

Mr. Mansure. All of these properties usually involve a large 
amount. 

DELEGATION OF DISPOSAL AUTHORITY 


Senator Poyrer. Is there anyway somebody can dispose of it, other 
than through the GSA? Can the Army, for instance, dispose of it? 

Mr. Mansure. Not unless it was delegated authority. 

Senator Porrer. Who would delegate it ? . 

Mr. Mansvre. It would have to be delegated by GSA. 
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Senator Porrer. Is that frequently done? 

Mr. Mansur. If it is justifiable. For example, some properties 
are unique, like some in the custody of the Department of the Interior, 
they would be better qualified. Upon justification we usually dele- 
gate that authority. It would not have to be difficult; I mean within 
reasonable justification. 

Senator Maenuson. Take a case like we have often come across. | 
notice I have passed several bills for the navy yard center where they 
want to give a certain piece of land to the city for a street, that they 
are not using, or something of that type. You would let the Navy d 
that, for instance, would you not? 

Mr. Mansure. Unless there was some reason why it should be done 
otherwise, it would first be excess and then declared surplus. 

Senator Porrer. We have a case of the Coast Guard with a lot of 
the old lighthouse facilities. 

Mr. Mansure. We have had the problem in Michigan. 

Senator Porrer. Do you delegate that to the Coast Guard to sell 
that real estate, or are you selling it? 

Mr. Mansure. No, we will sell it. 

Senator Magnuson. But the discretion to pick a broker lies wit! 
you ¢ 

Mr. Mansvure. Lies with GSA. 

Senator Magnuson. I mean the General Services Administration. 

Are there any other questions on this item ? 


REAL PROPERTY INVENTORY 


Mr. Meptey. There is a related item, Mr. Chairman. We would 
like to thank the committee, and particularly the committee’s staff, 
for the very valuable assistance they gave us in the preparation of thi 
real property inventory report whic h we prepared at the direction oi 
the committee and which now gives us an inventory of the Govern. 
ment’s real-estate holdings. The committee’s staff was most helpful, 
and we hope and know that they will continue that help in the course 
of preparation of future reports. 

Mr. Mansure. We would like Senator Hayden and the committee 
and the staff to know that this inventory which we have is invaluable 
in the ferreting out of these excess properties which we are going to 
try to get back into use, 

Senator Magnuson. Are we worth a lot of money in real estate{ 

Mr. Mansure. Thirty and two-tenths billion in the United States 
alone. Over 21 percent of the land of the country belongs to thie 
Government. 

Senator Macnuson. If we kept books like a corporation—and that 
is only an actual cost, not value. 

Mr. Meptey. That is right. Many of the properties acquired years 
ago are obviously worth much more today. 

Senator Porrrer. We have never had the data. 

Mr. Mansure. And it must be kept by us. 

Senator Maenuson. If we had all we have, including the real estate, 
maybe we would not have the red ink around us; if we rkept books like 
a corporation. 

Mr. Mansure. And we would make better use of it. 
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OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE (LIMITATION ) 


Senator Magnuson. Let us now take up the operating expenses of 
the Public Buildings Service, amendment No. 2, which will be placed 
in the record. 

(The information referred to follows :) 


GSA Amendment No. 2 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 
PROPOSED AMENDMENT 


On page 11, line 11: Strike out “$7,500,000” and insert in lieu thereof “$7,000,- 
000” (1956 House hearings, pp. 814 and 825). 


BUDGETARY DATA 


1956 budget estimate (portion for repair and improvement) _------- $7, 017, 000 
1955 appropriation (current allocation for repair and improve- 
NN Ni i cg ap esos chek eng ne a ea esd aaa al -.. 5, 384, 000 


Change T900 tO 2000... new ee si Beart nor 5 +1, 633, 000 
1956 bill as reported to House would require allocating 7, 500, 000 
Proposed amendment would require allocating 7, 000, 000 


Reduction in allocation 500, 000 


LEGISLATIVE HISTORY 


od 


House Report 304, page 7: 

“The committee has earmarked $7,500,000 for repairs to buildings the Goy- 
ernment owns in the Washington area. The backlog of work for such repairs 
is estimated at $48 million and the amount recommended will enable the GSA 
to commence work to reduce this backlog.” 


JUSTIFICATION 


The subject proviso was inserted by the House committee this year for the 
first time. As the budget estimate included $7,017,000 for repair and improve- 
ment of buildings in the District of Columbia and adjacent area, the mandatory 
earmarking of $7,500,000 for that purpose would require a further reduction of 
$483,000 in the already inadequate maintenance services financed by this item, 
or the further relinquishment of some 260,000 square feet of leased space cur- 
rently occupied by other agencies. 

New repairs and improvements, which normally develop each year, to buildings 
in the Washington area are estimated at $7 million—$4 million for repairs and 
$3 million for major repairs and improvements. Thus, the program proposed 
in the budget estimate would keep current, for the first time in several years, 
with the amount of new work generated. 

Under the proviso inserted by the House, reduction in the $48 million backlog 
would be only about 1 pereent, which is of questionable advantage when bal- 
anced against a further reduction in the already inadequate day-to-day mainte- 
hance, 

Under the proposed amendment, the total repair program in the District of 
Columbia and adjacent area would actually be $7,210,000, as an additional $193,- 
000 was included in the budget estimate for “Emergency operating expenses” 
(see p. 67 of GSA budget justifications). It is considered that this would pro- 
vide a logical progressive increase in the program from $3.5 million in 1954 to 
$5.6 million in 1955 and to $7.2 million in 1956. 

Approval of the proposed amendment is urged. 


Mr. Srronen.. The House earmarked $714 million out of our operat- 
ing funds for repairs to Government-owned buildings within the Dis- 
trict of Columbia. That is $483,000 more that we had planned for in 
our estimate. 
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The problem on that $483,000 is the same as on the previous 
$3,271,000. We would have to take that out of operations. We can 
ill afford to do that. So we are asking for that figure to be changed 
back to the $7 million which we had planned for repairs. 

Senator Magnuson. And would that take care of that? 

Mr. Srrozext. That is correct. 


EMERGENCY OPERATING EXPENSES 


Senator Macnuson. We will go on to amendment No. 3, “Emer- 
gency operating expenses,” $3,400,000, which will be placed in the 
record. 

(The information referred to follows :) 

GSA amendment No. 3 
“]2MERGENCY OPERATING EXPENSES” 
PROPOSED AMENDMENT 
On page 12, line 10, Strike out $10,000,000” and insert in lieu thereof “$13,- 


4:.90,000.” 
1956 House hearings : Pages 815, 816, 824 and 853 to 855. 


BUDGETARY DATA 
1956 budget estimate 5 $13, 400, 000 
1955 appropriation 15, 647, 000 


Change, 1955-56 — 2, 247, 000 
1956 bill reported to House 10, 000, 000 
Proposed amendment 13, 400, 000 


Change from bill reported to House +3, 400, 000 


LEGISLATIVE HISTORY 


House Report No. 304, page 7: 

“Hmergency operating expenses.—The committee recommends $10 million 
for this purpose, which is $5,647,000 less than the appropriation in 1955 and 
$3,400,000 below the estimate for 1956. This appropriation was created at the 
beginning of the Korean emergency to finance needed space in connection with 
the increased defense effort and it now finances 3,869,000 square feet of Govern- 
ment-owned space, and 4,747,000 square feet of leased space. The committee has 
urged that the space financed with this appropriation be liquidated as soon as 
possible, and the amount proposed will encourage such disposition.” 


JUSTIFICATION 


Originally this appropriation financed general purpose space and related serv- 
ices for emergency expansion of the Department of Defense and related defense 
activities resulting from the Korean emergency. 

However, since 1953 there has been a gradual transition. Space related 
directly to the Korean emergency has been progressively relinquished. The re- 
maining space is needed to meet continuing requirements due to the international 
situation and the national preparedness program. The following agencies cur- 
rently occupy 95 percent of the space: 


Department of Defense. 

Central Intelligence Agency. 

Selective Service System. 

Federal Civil Defense Administration. 
Department of Justice (FBI). 
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Reductions in space have been made each year since 1953 as follows: 
Average space managed during year 


Government 1. : 
py Leased space | Potal space 


3, 610, 000 9, 670, 000 | 13, 280, 000 
3, 722, OOO 7, 879, 000 11, 601, 000 
3, 869, 000 5, 765, 000 9, 635, 000 
3, 869, 000 | , 747, 000 8, 616, (00 


| | 


Leased space on hand June 30, 1956, under the budget estimate will be reduced to 3,747,000 square feet. 


It is the primary objective of the entire space program to get maximum 
utilization of every foot of Government-owned space available. Requirements 
beyond this are supplied by leasing additional space and, when requirements 
are reduced, leased space is given up. Thus, the $3,400,000 cut in this item by 
the House would be applied to leased space. 

The cut would require GSA to release every foot of leased space currently 
on hand by June 30, 1956. This is shown graphically on exhibit A which follows. 
About 80,000 employees of the Department of Defense and other tenant agencies 
would be without quarters as GSA has the sole responsibility for providing 
them under Reorganization Plan No. 18 of 1950. 

This situation was discussed with officials of the Department of Defense which 
occupies 75 percent of the leased space financed by this item. As a result, that 
Department has reiterated its demand for space in 1956 as the amount included 
in the budget estimate. Moreover, it stated a need of an additional 285,000 
square feet. (See exhibits B and C which follow.) 

There has been no indication of reductions in space requirements of other 
tenant agencies. 

Complete restoration of the $3,400,000 cut made by the House is essential to 
provide quarters for operation of the national-defense program. 
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EXHIBIT B 
MakcH 29, 1955. 
Re defense space, 1956. 


Hon. FRANKLIN G. FLOETE, 
Assistant Secretary of Defense, 
Washington, D. C. 


lesR Mr. FLoere: Following the House Committee Report on the Independent 
Offices Appropriation bill for 1956, discussions between Mr. Rooney of your 
office and representatives of this Administration were held to reexamine space 
requirements of the Department of Defense for the fiscal year 1956. 

In reporting the 1956 bill, the committee had this to say: 

“Emergency operating exrpenses.—The committee recommends $10 million for 
this purpose, which is $5,647,000 less than the appropriation in 1955 and 
83,400,000 below the estimate for 1956. This appropriation was created at the 
heginning of the Korean emergency to finance needed space in connection with 
the increased defense effort and it now, finances 3,869,000 square feet of Gov- 
ernment-owned space, and 4,747,000 square feet of leased space. The committee 
has urged that the space financed with this appropriation be liquidated as soon 
as possible, and the amount proposed will encourage such disposition.” 

As you know, since 1951 funds for general-purpose space for emergency 
expansion of the Department of J»efense and related activities have been appro- 
priated to the General Services Administration under the heading “Emergency 
operating expenses.” Originally the emergency appropriation was to provide 
space and related services for expansion resulting from the Korean emergency. 

Since 1951, there has been a change, and it is our understanding that the 
space needs of Defense are not related to the Korean emergency, but are to meet 
continuing expanded requirements resulting from the international emergency 
and the defense-preparedness program. 

Mr. Rooney indicated the space needs for Defense for 1956 would be a net 
increase of 285,000 square feet above that currently occupied. While there 
would be some adjustments between now and the end of the 1955 fiseal year 
and during 1956, resulting in the relinquishment of space. this would be more 
than offset by additional requirements. 

\ssuming the House will go along with the committee recommendation, this 
Administration proposes to appeal the action to the Senate Comimittee on Appro- 
priations. Since the Department of Defense occupies about 75 percent of the 
leased space under this appropriation item, the confirmation of the understand- 
ings related above and of Mr. Rooney's indication of the requirements for 
156 will he appreciated so that the Senate committee may be fully informed 
m this item in our appeal. 

An immediate reply would be appreciated, in that we may be called at an 
early date for Senate hearings. Further, it may be desirable for you or a 
representative of your office to join with GSA in offering testimony before the 
senate committee on this item. 

Cordially yours, 
DDMUND F. MANSURE, Administrator. 


EXHIBIT C 


ASSISTANT SECRETARY OF DEFENSE, 
PROPERTIES AND INSTALLATIONS, 
Washington, D. C., March $1, 1955. 
Hon. EpMUND F. MANSURE, 
{\dministrator, General Services Administration. 

Dear Mr. MANSURE: Reference is made to your letter to this office dated 
March 29, 1955, concerning the requirements of the Department of Defense for 
general purpose leased space in the 128 metropolitan areas during fiscal year 1956. 

As pointed out in your letter, there was a large increase in the requirements 
of the Department of Defense for general purpose leased space as a result of 
the Korean emergency. Since 1951 funds for the acquisition of such space have 
heen appropriated to the General Services Administration under the heading: 
“Emergency Operating Expenses.” These funds have been reduced since 1951. 
For example, last year the “Emergency operating expenses” in the 1955 inde- 


pendent offices appropriation bill was reduced $4,553,000 below the amount 
included in the 1954 bill. 
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This office has established a program to relocate military activities 
leased space into Government-owned facilities. As a result of this progray 
the total lease rental for both special and general purpose space required for 
military activities was reduced $3,762,759 during fiscal year 1954. It is estimated 
that the annual rental for similar space required for military activities during 
fiscal year 1955 will be reduced approximately $2,500,000. A reduction of approxi- 
mately $1,500,000 has been accomplished as of December 31, 1954. 

It appears that the military program for the next few years will requir 
approximately the same amount of general purpose leased space as is now being 
used. Any savings that may be realized as a result of the relocation of military 
activities from leased space into Government-owned facilities will be offset 
by new requirements for leased space. A large amount of the new requirements 
for leased space will be for Reserve activities. 

The military departments have informed this office that, in addition to the 
leased space now occupied by military activities, it will be necessary to acquire 
an additional 988,327 square feet of general purpose space in the metropolitan 
areas outside Washington, D. C., during fiscal year 1956. They have als 
informed this office that during this same period they will release 828,827 square 
feet of general purpose space in the metropolitan areas. As a result, there 
will be a net increase of 159,500 square feet of general purpose leased space 
required for fiscal year 1956. 

The Office of Administrative Services, Office of the Assistant Secretary of 
Defense (Manpower and Personnel), has informed this office that there wi 
he a military requirement for the acquisition of 126,000 square feet of genera 
purpose space in the Washington, D. C., area during fiscal year 1956 in additio. 
to the general purpose space which is now occupied for military purposes. 

In view of the facts set forth above, it does not appear necessary for ; 
representative of this office to assist in the submission of testimony before the 
Senate Committee on Appropriations but a representative of this office will assist 
if you so desire. 

The cooperation of the representatives of your office in regard to this matt 
is appreciated. 

Sincerely yours, 
FRANKLIN G. Fort 


REQUEST FOR RESTORATION 


Mr. Srronen. On that item we are asking for restoration of $3,400, 
000. 

Senator Macnuson. In that again, that brings you up to your 1956 
estimate ; does it ? 

Mr. Srroven. That is right. 

I would like to clear up a misunderstanding—if I can use that 
word—as to the functions we are paying for under this appropriatio 
Originally it was established mainly to take care of requirements foi 
office space for new and expanded agencies as they arose through thi 
Korean emergency. Since 1953, most of those new agencies have bee 
abolished and we have let go a total of 514 million square feet. Hov 
ever, there has been 2 change in purpose of the remaining space. The 
operations that we now perform under this item probably should 1 
be called emergency because they are tied in basically with the ex 
panded Defense Department needs under the present continuing na- 
tional preparedness program. Instead of being able to release mot 
space, we are being requested to furnish additional space under this 
item—as much as 285,000 square feet additional for Defense alone 
So our needs are in reverse, they are increased instead of being 
clecreased. 

If we have to live with a reduction of $3,400,000, we would actually 
have to cancel all our present rented space under this en item now 
occupied by some 30,01 10 employees of other agencies 
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HOUSE COMMENT 


Senator Magnuson. Here is what the House says: 


The committee recommends $10 million for this purpose, which is $5,647,000 
less than the appropriation in 1955 and $3,400,000 below the estimate for 1956. 
This appropriation was created at the beginning of the Korean emergency to 
finance needed space in connection with the increased defense effort and it now 
finunces 3,869,000 square feet of Government-owned space, and 4,747,000 square 
feet of leased space. The committee has urged that the space financed with 
this appropriation be liquidated as soon as possible, and the amount proposed 
will encourage such disposition. 

What do you have to say about the last line ¢ 

Mr. Srroset. We cannot agree with that. As I have said before, 
we believe it is a misunderstanding. Weare performing normal func- 
tions that are no longer tied to the Korean emergence y. Transition has 
taken place. We are taking care of conditions as they arise due to the 
present national prep: aredness program, and the requirements for that 


rogram are increasing, not decreasing. 
prog 
UTILIZATION OF SPACE 


Senator Magnuson. You point out that that space is 95 percent 
taken up by the Department of Defense, the CLA, Selective Service, 
Civil Defense Administration, and Department of Justice. 

Mr. Srroner. That is right. Out of those, three have asked for 
more space; that is, the Department of Defense, CIA, and also the 
FBI, instead of reducing it. 


EFFECT OF REDUCTION 


Senator Dirksen. If this cut stood, you would either have to come 
back and ask for a deficiency appropriation, or there would be 30,000 
employees for whom there w vould be no quarters unless they remained 
over under a lease provision that you would have to renegotiate after 
June of 1956? 

Mr. Srropen. We could not extend the leases as we would have no 
funds to pay for them. We are caught between two conditions over 
which we have no control. According to the Reorganization Plan 
No. 18 of 1950, it is our duty to provide space for these agencies that 
we have mentioned. On the other hand, if we do not get the money 
to pay for it, we cannot provide the space. 

Senator Dirksen. I find it a little difficult, Mr. Chairman, to under- 
stand a cut like that. If that whole fact is made clear, obviously you 
could not go into fiscal 1956 and leave 30,000 people high and dry 
when Defense is asking you for more space and you are expected to 
deliver the space. I am just wondering a little about the logic that 
dictated that, because you certainly have no authority to shrink the 
Federal rolls of other agencies. That is wholly either a legislative 
matter, or within the determination of the department that needs 
them. 

Senator Porrer. When you were before the House committee, did 
you explain that these were new services, or additional use of the 
services, that it was not connected with the Korean emergency ? 

Mr. Srropen. There was no discussion of those points during the 


House hearings. 
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Senator Porrer. There was no discussion / 

Mr. Srropen.. No discussion. 

Mr. Mansure. We did not even know they were considering it be- 
yond our justification. 

Senator Porrer. There are a number of emergency operating 
expenses. 

Mr. Mansurr. That is the trouble. 


JUSTIFICATION OF RESTORATION 


Senator Magnuson. I think the justification for this restoration js 
fairly well stated in a letter which you wrote to the Assistant Secre 
tary of Defense and his reply as to the need for added space. 

Mr. Mansvre. That is right. 

Senator Magnuson. That letter was written as late as March 3] 
of this year. 

Mr. Srroset. I would just like to say that a reduction in our budget 
here would hit us very hard. Wee ‘ould not even live with an averave 
taken between the House and Senate committee, in either case if there 
Was a compromise made. We need full restoration, not only from 
your committee, sir, but also from the conference committee. 

Senator Porrer. In other words, that is not an item of comproniise/ 

Mr. Mansure. That is correct. 


REPAIR, IMPROVEMENT, AND EQUIPMENT (TRAVEL LIMITATIONS ) 


Senator Magnuson. In the next item, I do not understand the »5 
million of the next item. That is “Repair, improvement, and equip 


ment of federally owned buildings outside the District of Columbia.” 
The appropriation last year was "$12 million, the budget was $20 mil 
lion, and the House allowed an extra $5 million. Naturally, you “ire 
not asking for any restoration, but I think the record ought to be 
clear what that is about. 

Mr. Srropet. For the record, I would like to say we could make 
good use of that additional $5 million, because the need is there. 
We have a backlog of needed repairs amounting to something like Ss0 
million. This additional $5 million will help us to reduce the 
backlog. 

Senator MaGnuson. So you do not suggest we cut that out ? 

Mr. Srrowen. No, sir. 

Senator MaGnuson. Sometimes it works two ways, you know, 

Mr. Mansure. I know the committee knows, but I would like to 
emphasize that the longer these repairs are put off, the more expen-es 
are incurred. A patch in a roof if unduly delayed may require a new 
roof at a later date. 

Senator Magnuson. All of us will agree, I think, as a general 
observation, that because of war conditions and many other conditions 
that all Federal buildings need some further attention on repairs. 
things of that kind. 

Mr. | STrropeL. Amendment No. 4 ties in, Mr. Chairman, with the in- 
crease over the budget estimate of $5 million for repairs. 

Senator MaGNuson. That will be inserted in the record. 

(The information referred to follows:) 
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GSA Amendment No. 4 
REPAIR, IMPROVEMENT, AND EQUIPMENT 
PROPOSED AMENDMENT 


On page 13, line 3, strike out “$100,000” and insert in lieu thereof “$190,000” 
(1956 House hearings, pp. 856 to 865). 


BUDGETARY DATA 


1956 budget estimate (travel limitation $20 million program) 
1955 appropriation (travel limitation $12 million program) --__-----_- 


Change, 1955 to 1956 


1956 bill reported to House ($25 million program) 
Proposed amendment ($25 million program) : 190, 000 


Change from bill reported to House____-___-_._-_--___-___--_--_. +90, 000 


LEGISLATIVE HISTORY 


House report: No mention. 
Hearings: No mention. 
Congressional Record: No mention. 


JUSTIFICATION 


Operation of this program covering some 4,400 Federal buildings located in 
all parts of the United States requires on-site annual inspections and on-site 
supervision of contractors’ work in repair and improvement of the buildings. 
Any substantial increase in the program must be accompanied by an increase 
in travel to assure adequate on-site inspection and supervision. 

In increasing the program from $12 million provided in 1955 and $20 million 
covered by the budget estimate to $25 million in the bill as reported, the House 
committee apparently overlooked the essential relationship of travel and pro- 
vided only enough for a $12 million program. 

For the $12 million program in 1955, $100,000 is required for travel; for the 
20 million program in the budget estimate, $150,000 is required; for the $25 
million program as reported to the House, $190,000 will be required for on-site 
inspections and supervision of repair contracts to assure compliance. 

Approval of the proposed amendment is urged. 


Mr. Srropen. This year we are using approximately $100,000 for 
travel in connection with a repair program of $12,000,000. So we 
have asked to increase the travel limitation to $150,000 to handle 
$20,000,000 of repairs. In order to properly and efficiently handle the 
$25,000,000 program for repairs, we are now asking that the limitation 
be increased to $190,000 for travel. 

Senator Magnuson. The House said: 


* * * not to exceed $100,000 for expenses of travel. 


And you are asking for $90,000 more? 

Mr. Srronev. That is right $90,000 more; restoration of $50,000 and 
an addition of $40,000. 

Mr. Meptey. It is merely an increase in the limitation, Mr. Chair- 
man. It would come out of the 25 million. 

Senator Maenuson. You are asking for an addition of 40 more? 

Mr. Stropet. That is right. I just want to point out that we can- 
not handle $25,000,000 in repair workload with $100,000 of travel. 

Mr. Meptey. I think it would be worth mentioning, to, that the 
need of getting a good job done on the repairs means we have to have 
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our engineers go to sites to check the work that is being done and 
see to it that the contractors live up to their responsibilities. So 
that if we do not have an adequate travel limitation, we cannot 
effectively perform the program up to the full amount appropriated, 
On-site inspections and supervision is essential in a repair program. 


ADMINISTRATIVE SUPPORT FOR REPAIR PROGRAM 


There is one more, Mr. Chairman, amendment No. 5. 

Senator Magnuson. Go ahead. We will place the amendment in 
the record. 

(The information referred to follows :) 


GSA amendment No. 5 
REPAIR, IMPROVEMENT, AND EQUIPMENT 


PROPOSED AMENDMENT 


(Revision of amount for administrative operations in budget estimate.) 
(1956 House hearings, pp. 856 and 859.) 


BUDGETARY DATA 


1956 budget estimate (amount for administrative operations) $290, 000 
1955 appropriation (amount for administrative operations) 205, 000 


Change 1955 to 1956 4.85, 000 


1956 budget estimate (amount for administrative operations)________ 290, 000 
Proposed amendment (amount for administrative operations) 350, 000 


Change from budget estimate___- +60, 000 
LEGISLATIVE HISTORY 


House Report No. 304, page 8 (under “Administrative operations”) : 

“The item for administrative operations and other items in the General Sery 
ices Administration budget justifications have been adjusted to balance financing 
with workload. The committee has approved such adjustments this year and 
has inserted a proviso on certain items requiring that no functions budgeted 
under such appropriations shall be transferred to or financed from any other 
appropriation or fund. Such a proviso is intended to insure that the money 
is expended in accordance with the appropriation structure as approved by the 
Congress.” 

JUSTIFICATION 


In reporting the bill, the House committee increased the amount for this 
program from $20 inillion in the budget estimate to $25 million. It also inserted 
a proviso in connection with administrative operations support “* * * to insurt 
that the money is expended in accordance with the appropriation structure as 
approved by the Congress.” 

The budget estimate for the $20 million program included $290,000 for admin- 
istrative operations. (See p. 859, House hearings, “Analysis by activities”.) 
increased workload for the $25 million program will increase the expense of 
administrative operations to a total of $850,000. Accordingly, this material is 
submitted as a change in the budget estimate, and no change in the language 
the bill is necessary. 


Mr. Meptey. That does not require any language, Mr. Chairman. 
We have filed this information as an amendment to our budget est! 
mates. We will need an increased amount for our administrative 
operations, such as accounting and auditing and personnel work, com- 
mensurate with the increased program approved by the House. We 
have shown an increase in the amount set forth in our budget estimates 
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from $ 290,000 to $350,000 for that purpose. At an average salary of, 
say, § $1,000, it would employ about 15 more people. They would all 
be in the 10 regional offices. 

Senator MaGnuson. In other words, this is the added administrative 
expense that would follow the added amount that you are going to 
spend ¢ 

Mr. Mepiey. That is correct, sir 


UNITED STATES POST OFFICE AND COURTHOUSE, NOME, ALASKA 


\ir. Srroven. There is one more item, Mr. Chairman. The United 
States post office and courthouse in Nome, Alaska. 
Senator Magnuson. All ris vht, go ahead with it. The information 
will be placed in the record. 
The information referred to follows :) 


UNITED STATES POST OFFICE AND COURTHOUSE, NOME, ALASKA 


PROPOSED AMENDMEN1 


On page 17, line S: Strike out “S1,000,000"° and insert in lieu thereof 
“$71,200,000” (1956 House hearings, pp. 870 to 873). 


BUDGETARY DATA 


1956 budget estimate (new item) eee ._.._. $1, 200, 000 
1955 appropriation 


Change 1955 to 1956___ : , +1, 200, 000 
1956 bill reported to House__ : . 1, 000, 000 
Proposed amendment _—--—~-~- ‘ fee Ss 1, 200, 000 


Change from bill reported to House +200, 000 


LEGISLATIVE HISTORY 


House Report No. 304, page 9: 

United States post office and courthouse building, Nome, Alaska.—tThe bill 

vides $1 million for a new building in Nome, Alaska, to replace the present 
strncture which has become unsound because of subsoil conditions caused by 
intermittent thawing and freezing. The amount provided is a reduction of 
$200,000 in the request and is to finance the entire construction cost.” 


JUSTIFICATION 


This project contemplates acquisition of site, preparation of plans and con 
struction at a total cost of $1,335,000, of which $135,000 is being financed from 
funds presently available for the site and plans, leaving $1.2 million to be appro- 
priated for construction expense. 

Present plan is for a building of 24,000 gross square feet, or 18,328 net square 
feet. A building appropriate for use of the courts, post office, and other Federal 
agencies at Nome cannot be constructed for the $1 million allowed by the House. 
The reduction of $200,000 would force reduction of the building to 15.500 net 
square feet. This would be inadequate to house Federal agencies at Nome, some 
of which have applied for even more space than they requested when the original 
design and estimate was prepared. 

It is urged that the $200,000 reduction by the House be restored. 


Mr. Srronen. The bill reported to the House has reduced our re- 
quest for construction of the building in Nome, Alaska, by $200,000. 
_ Alaska, is a very special condition. Construction costs there 

»as much as 3 to 31% times what they are stateside. We find it im- 
pond to build and construct the proper-sized building if we have to 
accept the reduction of $200,000. We would like to have that re- 
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stored ; otherwise, we would have to cut down the size of the building 
considerably, as there is no extra money allowed in our request due to 
the high cost of construction at Nome. 

Senator Porrer. Is that for the total cost of the building? 

Mr. Srroper. $1,200,000 is the basic cost of construction. It is not 
the overall cost. The overall cost is $1,335,000. 

Senator Porrer. What did you ask for? 

Senator Magnuson. The budget gave them $1,200,000, and the 
House gave them $1 million. They are asking for a restoration of 
$200,000. 

Mr. Mep.tey. I think the answer is that the $135,000 difference be- 
tween the total cost and the estimate represents preconstruction costs 
financed from funds made available for that purpose. 

Senator Porrer. You have already had that ? 

Mr. Meptry. That is right. 

Senator Porrer. The point I want to bring out is that this will end 
our construction costs for the post office. 

Mr. Srrornen. Yes, sir. 


POPULATION OF NOME, ALASKA 


Senator Magnuson. Do you know how many people are in Nome? 

Mr. Srrosex. About 4,000. 

Senator Magnuson. I think it is between three and four thousand. 
It is not a fair comparison, in my opinion, because it takes care of the 
Federal activities for a vast geographical area. 

Does that include a jail ? 

Mr. Srrosen. I think it does. 

Senator Magnuson. And the Federal court ? 

Mr. Srroset. One Federal court and post office. 

Senator Magnuson. The customs house? It probably would in- 
clude all Federal activities, with that amount of money. 

Mr. Stropet. That is right. 


LETTER FROM ALASKA DEVELOPMENT BOARD 


Senator Macnuson. I have a letter here from the Alaska Develop- 
ment Board which was addressed to Senator Murray, chairman of the 
Committee on Interior and Insular Affairs. I will read one para- 
graph of that letter. 


The sidewalks which go around the building are pitched at varying angles and 
the building itself looks like something out of a “Toonerville Trolley” cartoon. 
The doors don’t open, the windows stick, and the whole structure has been so 
twisted by the upheaval of the ground upon which it sets, so that from an engi- 
neering standpoint it is structurally unsafe. It appears to me that this facility 
should be removed as a public hazard and should be replaced by a properly 
designed structure setting upon ground which is not subject to frost upheavals. 

And I suspect the engineers are doing that? 

Mr. Srrosex. That is correct. 

Senator Macnuson. Did you have any trouble finding that land 
up there? 

Mr. Strosex. It happens that the Government-owned land we have 
is supposed to be without permafrost. So that will help us. 

Senator Maenuson. Is it going to be in the same location as the old 
one? 
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Mr. Stropet. Across the street. 

Mr. Mansvure. The trouble is not finding land, but finding useable 
land. 

Senator Maanuson. I suppose the trouble is finding land as solid 
as you can get. 

Mr. Mansvure. That is right. 

Senator Magnuson. We will put this letter from the Alaskan group 
in the record, and I might say the Delegate from Alaska strongly 
urged that this be done. 

(The letter referred to follows) : 


MARCH 2, 1955. 
Mr. AL ANDERSON, 
Acting Manager, Alaska Development Board, 
Juneau, Alaska. 


Dear Mr. ANDERSON: I have your letter on the budget item for the Nome Post 
Office. I am not a member of the Appropriations Committee but will certainly 
keep your views in mind when the bill with the item comes up on the floor of 
the Senate for approval. Meanwhile, I am referring your letter to the Senate 
Appropriations Committee of which Senator Carl Hayden is chairman. 

Sincerely yours, 
JAMES E. Murray, Chairman. 


ALASKA DEVELOPMENT Boarp, 
February 21, 1955. 
Hon. JAMES E. MurRRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


DEAR SENATOR MurrAyY: This is to call your attention to an item in the Presi- 
dent’s budget of $1,250,000 for the construction of a post office building in Nome, 
Alaska. While all Federal appropriations applying to the Territory are of con- 
cern to us, we particularly wanted to point out this one item. 

We appreciate that frequently in drives for necessary economies, items such 
us the above are frequently the target for economy measures. We know from 
our Own personal observation that the Nome Post Office is in deplorable con- 
dition, that it was built on ground subject to frost upheavals which have thrown 
the entire building so badly out of line that it is actually a menace to the safety 
of those who must work in it. 

The sidewalks which go around the building are pitched at varying angles and 
the building itself looks like something out of a “Toonerville Trolley” cartoon. 
The doors don’t open, the windows stick, and the whole structure has been so 
twisted by the upheaval of the ground upon which it sits, so that from an engi- 
neering standpoint it is structurally unsafe. It appears to me that this facility 
should be removed as a public hazard and should be replaced by a properly 
designed structure sitting upon ground which is not subject to frost upheavals. 

Such ground is available and plans for the new structure are designed so that 
the residents of this remote Arctic area would bave a public building which could 
serve the residents of the Second Division safely and adequately. Therefore, 
we urge that this item in the President’s budget be given favorable consideration 
by this committee. 

Sincerely, 
AL ANDERSON, Acting Manager. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


Mr. Mansure. Mr. Chairman, Mr. Mack, the Commissioner of Fed- 

eral Supply, will speak to the next item which is our amendment No. 7. 
Senator Magnuson. The amendment will be placed in the record. 
(The information referred to follows :) 
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GSA amendment No. 7 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 


On page 13, line 10: Strike out “$2,890,000” and insert in lieu thereof 
“$3,120,000.” 
1956 House hearings: pages 881 to 909. 


BUDGETARY DATA 
1956 budget estimate : a si ene $3, 120, 000 
1955 appropriation (including supplemental) —-~~~- = 2, 660, 000 


Change 1955 to 1956____ , OR ahaa peel) _ +$460, 000 


1956 bill as reported to House___--~-- . ial _--— 2, 990, 000 
Proposed amendment_-_-_-—- ‘ 3, 120, 00 


PAHS 


Change from bill reported to House__- - ican --- +9230, 000 
LEGISLATIVE HISTORY 


House report No. 804, page 7: 

“Operating expenses, Federal Supply Service.—The committee recommends 
$2,890,000 in this item, a reduction of $230,000 in the estimates and an increase 
of $230,000 over the appropriation for 1955. This appropriation provides for 
direction of the personal property management program, interagency motor pools, 
traffic management, supervision of the Federal supply system in the 10 regious, 
and other centralized activities for civilian agencies of the Government.” 


JUSTIFICATION 


House report reflects no application of reduction to specific activities. Since 
87 percent of the requested budget increase applied to four activities they must 
necessarily absorb the brunt of the cut. 

Appeal is made on the basis that proposed curtailment of these activities by a 
reduction in operating expense of $230,000 will have the effect of increasing 
operating costs in other agencies by $16,900,000, as follows: 


Reduced costs of Govern 
ment 


| 


Operations of other agencies 
Maximum 


Estimated | : 
oe under House | 
in budget bill 


| 


1. Operation of motor vehicles $1, 845, 000 $945, 000 | SOOO, (0K 
2. Transportation costs 7, 600, 000 6, 600, 000 1, 000 
3. Use of excess property in lieu of new purchases &3, 000, 000 68, 500, 000 14, 50 
4. Improved supply operations ‘ 3, 000, 000 2, 500, 000 500, 0 


Total pie ‘ . ; 95, 445, 000 78, 545, 000 16, 900, 


Only vigorous prosecution of the supply activities which contribute to in- 
creased effectiveness of the administration’s economy objectives can ensure reali 
zation of these substantial economies. 

Restoration of the full amount of $230,000 is urged. 

Senator Magnuson. You may proceed, sir. 

Mr. Mack. Mr. Chairman, we are requesting restoration of $250, 
000 in this item, which was cut from the submission to the House in 
the amount of $3,120,000. This item of “Operating expense,” Fed 
eral Supply Service, is for the kind of supply services that we provide 
generally to the Federal agencies. 
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For example, the establishment of motor pools is one service that 
is the result of recent legislation. That was Public Law 766 that 
vas enacted into law September 15, 1954 and implemented by execu- 
tive order 10579 dated November 30, 1954. Another is traffic man- 
agement, whereby our traflic group, within the limitations of their per- 
sonnel, makes studies of the most reasonable methods for shipping 
freight. That is the rate studies, negotiations, storage rates in transit, 
freight consolidations, so as to make sure we get the minimum cost for 
moving freight for civilian agencies. Further, there is the transfer of 
property excess, to the needs of one agency to other agencies for re- 
utilization. Activities of that kind which apply to the Federal agen- 
cies generally are included in this item. 


TRAFFIC MANAGEMENT STUDIES 


Senator Porrer. You do not handle the movement of traffic for othe 
agencies, do you / 

Mr. Mack. No, we provide traflic management services such as 
those which I have just mentioned. 

Senator Porrer. Do you make those studies available to them / 

Mr. Mack. We determine, for example, what negotiations should 
be taken to obtain better freight rates, where there seems to be a 
basis for it. 

Senator Porrer. Do they have to follow your advice ¢ 

Mr. Mack. Yes, we work primarily with the civilian agencies. The 
Department of Defense handles its own traflic management and trans- 
portation. So our work is primarily for the civilian agencies. 

I think this is quite important—there are two specific points IT would 
like to make. The first point is that if we have the full amount that 
we requested in our budget estimate, that is, 83,120,000, we estimate 
that we can make substantial savings, substantial economies for each 
of those kinds of activities I spoke about. 

For example, operation of motor vehicles, would result in estimated 
savings of $1,845,000. We proposed in our program to set up during 
this next fiseal year 10 motor pools in various cities throughout the 
United States. To the extent that this money is not restored, of course, 
we would have to allocate that reduction and the proposed savings 
would be reduced proportionately. 


MOTOR Pool 


Senator Porrer. Could Task you a question at that point? In 
establishing motor pools, are you going to utilize automobiles that 
the agencies now have / 

Mr. Mack. Exactly. And we would reduce the number. You 
would be interested to know that by establishing a motor pool in 
GSA, we have reduced the number of vehicles slightly in excess of 
30 percent. This is a wonderful program. 

Senator Porrer. I agree with you that something should be done 
ilong that line. It has gotten to the point now where everybody over 
erade 5 in the Government has an automobile. 

Mr. Mack. Ten motor pools could be set up this next fiseal year if 
we have the full amount of money to do it, of course, considering 
finds for these other supply services too. Ten motor pools is only a 
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small part of the entire job we have to do. For example, as I men- 
tioned, Public Law 766 enacted only last year. 1956 will be the first 
year that we will have had a full year of operation, and there is a 
long way to go to complete the job. I would say setting up 10 pools 
is prob: ibly 15 percent of the total job that needs to be done. So even if 
we get the full amount of money on this particular item, we would 
be only doing 10 pools out of a total of many more that should be ype 
That is why it is important to have the funds to set up all 10 a 
proposed. 

The same way on traffic management. We figure that if we got 
the $3,120,000 for OE, FSS, we would be able to make savings of an 
additional $1 million by increased traffic management services or over 
$15, for every dollar that you give us for this kind of work. And there 
again we have a long way to go to do the job we should be doing under 
the Public Law 152 which set up GSA. 

I think we are only a little bit over half the way toward the eventual 
goal we should reach to meet our full responsibility in traffic man- 
agement. So we think that is mighty important to carry out our 
proposed program. 

Now about excess property, that of course is a sizable job. We want 
to use within Government as much ecxess property as we can use. That 
avoids new purchases. It is property the Government owns, and it 
is mighty essential to get full use from it where there may be a need 
anywhere in Government. 

We figure that if we got the full amount of the request, $3,120,000, 
we would be able to transfer $83 million of excess property to other 
Federal agencies. That is the original acquisition cost. That com- 
pared with $52 million for the current fiscal year. 

Then we have asked for three additional people for supply surveys 
and for working with other agencies to make sure they are following 
the best supply practices, flushing out excess inventories and such. 

Now that is why I say it is so important to the Government that 
we get the full amount of $3,120,000. If we do not get the difference 
of $230,000, which was cut by the House, it just means postponing 
savings that much longer. 

That is about the substance of it. But I do not think I can urge too 
much that this money while a relatively small amount is important 
because this is the kind of thing that GSA was set up to do on the sup- 
ply side, and we are very anxious to do the complete job as soon as 
possible. 

EFFECT OF REDUCTION 


Senator Magnuson. You say here, sir, that— 


appeal is made on the basis of the proposed curtailment of these activities. Re- 
duction of the $230,000 will have the following effect of increasing operating Costs 


in other agencies by $16,900,000. 

Then you list the functions. The record probably should show 
what you mean by that. Surely, if we could save $16,900,000, we 
should be willing to spend $230,000. 

Mr. Mack. Tt means that we would reduce operating costs of other 
agencies. As I explained, on motor pools, if we set up these 10 motor 


pools i in next fiscal year 
Senator Macnuson. To save this amount. 


Mr. Mack. That is right. 
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Senator MaGnuson. But if you do not have the money, you cannot 
do the job. 

Mr. Mack. That is right. 

Senator Magnuson. Yes, it is sort of a chain reaction. 

Senator Porrer. You have to spend money to save money. 

Mr. Mansvre. It is a case of where the plumber with one wrench 
cannot finish the job. 

Senator Macnuson. I think that explains what you mean. 

Did the House get this testimony ? 

Mr. Mack. I think before the House they emphasized certain points. 

Senator Magnuson. They say that they want to cut you $230,000 
because even with the cut, you have a $230,000 increase for 1955. That 
is all they say 

Mr. Mack. They gave us half of the amount of the increase we re- 
quested. What we are saying is this: We are thankful for the 
$230,000 they gave us. We can do this much more in the way of cost 
reduction in savings if you give us what the House cut off. 

Senator Magnuson. And that in this case again would bring you 
up to the budget estimate ? 

Mr. Mack. Yes, sir. 

Mr. Mansure. The misunderstanding is the additional functions 
which we are supposed to carry out. 

Senator Magnuson. Which are imposed upon you by acts of Con- 
gress. 

Mr. Mansure. Yes. 

OPERATING EXPENSES, FEDERAL SUPPLY SERVICE (TRAVEL LIMITATION ) 

Senator Macnuson. We will place the information on the next one 
in the record. 

(The information referred to follows :) 

GSA Amendment No. 8 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 


On page 13, line 10: Strike out “$46,600” and insert in lieu thereof “$70,900”. 
1956 House hearings: Travel item not discussed. 


BUDGETARY DATA 


1956 budget estimate (travel limitation) 
1955 appropriation, including supplemental (travel limit) 


Change 1955 to 1956 
1956 bill as reported to House 
Proposed amendment 


Change from bill reported to House__....--.-------_-------.- +24, 300 


LEGISLATIVE HISTORY 


House Report 304: No mention of reduction in travel. 
JUSTIFICATION 


House bill provides 1956 limitation in identical amount previously approved 
for 1955, notwithstanding its provision of an increased appropriation from 
$2,660,000 to $2,890,000 for activities which require additional travel to sites of 
surplus property sales, supply service extension, ete. Likewise it obviously 
made no provision for increased activities covered as to funds in GSA Amend- 
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ment No. 7. Travel is essential in making the interagency motor-pool surveys 
at various locations, extension of freight traffic service to regional operating 
units of other Federal agencies, surveys of supply practices in agencies’ field 
installations, etc., as contemplated. 7 

Restoration of the full $24,300 reduction is recommended in order to ensure 
effectiveness of the economy producing operations discussed in amendment 
No. 7. 

Mr. Meptry. Amendment No. 8, sir, is to increase the travel limita- 
tion for the appropriations we are now discussing. 

Senator Magnuson. From $46,600 to $79,000; is that correct ? 

Mr. Meptey. Yes, sir. 

Senator Porrer. Is this for the travel expense which would result 
from the item No. 7? 

Mr. Meptey. Yes. 

Senator Maanuson. It is travel essential to making the inter- 
agency motor-pool services at various regional locations or units avail- 
able to other Federal agencies, survey supply practices in agency 
installations and so forth. 

Are there any questions on that one? 

Apparently not. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE (PROVISO) 


Senator Macnuson. Now your amendment No. 9 is next. That 
will be placed in the record. 
(The information referred to follows :) 


GSA Amendment No. 9 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 


age 13, lines 10-13: Strike out “Provided, That no functions budgeted under 
this appropriation shall be transferred to or financed from any other appropri 
ation or fund.” 

1956 House hearings: No discussion. 


BUDGETARY DATA 


None applicable. 
LEGISLATIVE HISTORY 


House Report 304, page 8 (under “Administrative operations” ) : 

“The item for administrative operations and other items in the General Serv- 
ices Administration budget justifications have been adjustd to balance financing 
with workload. The committee has approved such adjustments this year and 
has inserted a proviso on certain items requiring that no functions budgeted 
under such appropriations shall be transferred to or financed from any other 
appropriation or fund. Such a proviso is intended to insure that the money 
is expended in accordance with the appropriation structure as approved by the 
Congress.” 

JUSTIFICATION 


As reason for addition of the subject proviso by the House committee is not 
touched on in the paragraph of the report relating to this item, it is presumed to 
be one of those referred to in the second paragraph under “Administrative oper 
ations” quoted above. 

In this case, the language is unnecessary for the purpose intended. The last 
sentence on page 104 of GSA Justification of Estimates for 1956 states, “Fur 
thermore, no provision is made under this head for administrative opera 
tions * * * as they are covered in the estimate for ‘Administrative operations’.” 
Consequently, transfers of administrative operations to or from this item would 
not be appropriate absence of the proviso from “Operating expenses, PBS” and 
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“Operating expenses, NARS” items indicates that the committee recognized that 
the proviso is not necessary in items for which all administrative operations are 
provided under the “Administrative operations” appropriation. 

Inclusion of the proviso would prohibit determinations by the Administrator to 
regroup or transfer functions from one service to another or from other agen- 
cies as authorized under sections 106 and 201 (a) respectively of the Federal 
Property and Administrative Services Act of 1949, as amended. It is not be- 
lieved that it was the intent of the House committee to prohibit such transfers 

Mr. Mansvure. I would like Mr. Elliott, our General Counsel, to 
report on that. 

Senator Magnuson. That suggests the striking out of certain lan- 
guage ¢ 

Mr. Mansure. Yes, sir. 

Mr. Exxiorr. There are two reasons for it. The language in ques- 
tion was added by the House to 3 GSA items for the first time this 
year. It is apparent from the House committee report that the intent 
was to probihit improper augmentation of the different appropria- 
tions by transfer of funds for administrative operations. Unfortu- 
nately, the language goes beyond that and not only prohibits the trans- 
fer of funds but also prohibits the transfer of functions, which would 
be a very serious handicap to GSA. 


HOOVER COMMISSION RECOMMENDATION 


We have a special provision in section 106 of the Federal Property 
und Adnginistrative Services Act of 1949, as amended, which permits 
the Administrator to transfer and regroup functions organizutionally 
in order to bring about better efficiency. Now, that particulay’ author- 
ity is of crucial importance right now ‘because the Hoover Cor imission 
is coming forward with its various recommendations for .mprove- 
ments. Adoption of a number of those recommendations wil require 
organizational changes within GSA. 

To give you a specific example, in order to carry out the recommen- 
dation of the Bonner committee of the House and also the Hoover 
Commission, Mr. Mansure very recently consolidated certain traffic 
management functions which we formerly had in EPS and in Federal 
supply in one place, so they could carry out the same basic function 
together. This sort of proviso would prevent such a transfer. 

So in all the items. sir, we are asking in our amendments Nos. 9, 10, 
and 13 that the language be changed, o r be stricken out, so that it 
would be a prohibition only against scniianekinn of the financing for 
administrative operations. 

In this particular item, No. 9, we are asking for the entire proviso 
to be stricken out because we think it is not needed and unnecessary, 
since no administrative expenses were provided for under the “Oper- 
ating expenses, FSS” item in any event. 

Senator Dirksen. Mr. Elliott, as the Janguage stands, it occurs to 
ne it flies directly in the face of the whole reorganization concept. I 
am of the opinion that whoever drew that got his words mixed up a 
little bit and put an interdiction on transfer of functions when perhaps 
they had in mind trying to stop you from transferring funds instead 
of functions. 

Mr. Exxrorr. I think that is correct. 

Senator Dirksen. It is certainly objectionable as it stands. 
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Mr. Exxiorr. You are absolutely right. It strikes directly across the 
organizational theory that all the ‘authority shall be vested in the head 
of the agency so th: it he can organize to carry out the functions most 
efficiently. 


PRISONS FOR DEPARTMENT OF JUSTICE 


Senator Dirksen. Mr. Chairman, for general information I would 
like to ask a question not related to this item. 

I saw the Attorney General this morning and checked the matter, 
I understand that there is pending before the Budget Bureau a re- 
quest for some $16 million to build 2 additional prison nalntsons, 
Generally they have determined that one would be located somewher 
near the center of the population. If and when that is cleared by the 
Budget Bureau, it comes up here in the form of a supplemental request 
and the money is made available. T understand the general authority 
is already in existing law. Would that matter, then, be referred to 
you for consummation, the selection of the site, "construction ? 

Mr. Mansvre. Ordinarily it would be, Senator. 

Mr. Extiorr. Yes, sir, that is customary practice. Of course, the 
matter of the selection of the site would necessarily have to be done 
jointly between the Department of Justice and ourselves. 

Senator Dirksen. I presume so. 

Senator Maanuson. If they keep it to the center of the population, 
it would be all right for the Senator. It saves cost of transportation. 

° 


DETERMINATION OF SITES 


Senator Dirksen. I do not know that the Senator from Illinois has 
any abiding interest one way or another as to where it is pinpointed. 
But do you 1 send out engineers to determine things like water and fuel 

resources, transportation ? 

Mr. Mansvure. Senator Dirksen, the way we would do that is operate 
directly from our regions, because they are fully conversant with the 
situation. They would report back to the central office for advice and 
direction. But we believe that the persons who are in the area of the 
location or where the examination may be, are much better versed than 
the people in Washington. 

Senator Dirksen. But it would still come under the jurisdiction of 
GSA ? 

Mr. Mansvre. That is right. 

Senator Dirksen. That would include a joint determination of site 
finally ? 

Mr. Mansvre. That is correct. 

Mr. Meptry. Senator, more often than not, when you have appro- 
priations for building the National Health "Institute, for instance, 
money is appropr iated to the Health, Education, and Welfare Depart- 
ment for transfer toGSA. That isthe usual w: ay it is done. 

Senator Dirxsen. I would assume so. I have not seen the budget 
language. But I was curious as to the amount of engineering work 
and determination that you would do, or whether Justice would make 
some part of the determination. 

I think that answers the question. 
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HOOVER COMMISSION REPORT ON TRAFFIC MANAGEMENT 

Senator Magnuson. I suppose we would have to have legislation on 
this, but the Hoover Commission, in the transportation report, states 
as follows: 

There is, in the opinion of the Commission, every reason for the Veterans’ 
Administration traffic and that of the remaining civilian agencies to be handled 
through the General Services Administration. 

That will require new legislation for you people? 

Mr. Exxiorr. Not altogether. Some parts of that could be done 
under existing legislation. Under section 201—A of the Federal Prop- 
erty Act we do have authority to prescribe policies and methods of 
supply which includes specifically transportation services. However, 
some agencies are wholly or in part exempt from the Federal Property 
Act. For instance, the AEC is wholly exempt, the Department of 
Agriculture is exempt with respect to certain commodity transactions; 
programs of foreign aid have an exemption. The Hoover Commission 
recommended that those exemptions be removed. 

Senator Macnuson. And the military, of course, is exempt. 

Mr. Exxiorr. The military has the power under the act to exempt 
unless the President otherwise directs. In this case the Secretary of 
Defense about 6 months ago exercised authority and exempted himself. 

Senator Magnuson. Then they go on and say: 

We recognize that the General Services Administration is not adequately 
performing the transportation duties properly assigned to it. 

Mr. Exuiorr. Yes, sir. 

Senator Magnuson. I do not think that is critical; I think that is 
merely because you have not set up that function in a proper way yet. 
Is that correct ? 

Mr. Mansure. I think that what was meant was that GSA should 
arry out more of the functions than we are now doing. And that is 
what we were talking about in amendment No. 7. It is all right te 
say we should do this; but if we do not have adequate funds to do it 
with, we can only do it to the extent our resources will permit. 

Senator Magnuson. Then there has been some complaint that the 
Travel Section, or whatever you wish to call it, in your organization 
is not at a proper level; that it is buried away down in the bottom 
of your varied activities, and that it probably should be brought up 
more in focus and more done about it. 

Mr. Mansvure. We have reorganized to correct that already. We 
are considering whether it should be a separate service or not. 

Senator Magnuson. And the provisos would be prohibitive, would 
they not? So it might apply to that? 

Mr. Exniorr. It would definitely prevent Mr. Mansure from setting 
up a transportation service if he wished to do so. 

Senator Macnuson. Thank you. 


TRAFFIC AND UTILITY RATE CASES 


Mr. Mansure. Before we leave traffic management there is one 
additional point. Last year there appeared to be a misunderstanding 
as to how GSA. proceeded in presenting traffic and utility rate cases 
before regulatory bodies. 
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On March 11, 1955, we sent a letter to Chairman Havden to clarify 
any misunderstanding. 

If the chairman concurs we would like to insert a copy of our letter 
in the record at this point. 

(The letter referred to follows:) 


Re national transportation policy 
GENERAL SERVICES ADMINISTRATION, 

Washington 25, D. C...Mareh 11, 1955 

Hon, CARL HAYvEN, . 
Chairman, Appropriations Committee, 
United States Senate, Washington 25, D. OC. 

DEAR SENATOR HAybeN: Under section 201 (a) of the Federal Property and 
Administrative Services Act of 1949, as amended (638 Stat. 383; 40 U.S. C. 481), 
GSA prescribes policies and procedures relating to services obtained by the 
executive agencies from transportation and public utility companies. Pursuant 
to this statutory responsibility, GSA also represents the executive agencies in 
negotiating with such carriers and utilities and in regulatory proceedings. 

In performing this duty, GSA operates on the principle that where, as in the 
case of transportation services, competition exists either within a type of trans 
portation or between types or modes of transportation, all carriers are entitled 
to an opportunity for a potential share in the Government's available traffic. Of 
course, service requirements may exclude a particular mode of transportation in 
given instances. Consistent with general practice, and the objectives of our act 
Government traffic is shipped at the lowest available cost consistent with service 
requirements. 

GSA recognizes that in rate negotiations, as well as in regulatory proceedings 
all carriers, as well as utilities, are entitled to charge just and reasonable rates 
This necessarily implies that rates must be just and reasonable and otherwise 
lawful by accepted standards, and, of course, profitable to the carrier. 

Our letter of July 20, 1954, submitted a report to your committee concerning 
GSA activities in proceedings before regulatory bodies involving transportation 
and publie utility rates. This appears at page 947 of the committee hearings on 
the supplemental appropriation bill, 1955. Our basic policies were stated in a 
letter of January 5, 1954, which appears at page 948. 

In its subsequent report No. 2034. the committee included a discussion of 
national transportation policy, beginning at page 39. The report states, in sub 
stance, that: “confusion” may exist as to policies followed by Government 
agencies in transportation and publie utility rate proceedings: that all Govern 
ment agencies are expected to carry out the national transportation policy stated 
in the Interstate Commerce Act; that the “economy” referred to in our statute 
apparently should not govern the Government departments; and that— 

“Any policy of bargaining for rates or plaving one carrier against another wit! 
the primary objective of getting the lowest possible transportation rate without 
regard to the consequences for the carrier is promotive of destructive competitive 
practices and fosters unsound economic conditions in transportation contrary to 
the national transportation poliey.” 

Unfortunately, neither the hearings nor the report disclose what representa 
tions made to your committee served as the basis of the statements noted. It ts 
not known whether any of the activities ontlined in our report of July 20 were 
intended to be criticized. Various interests, however, have inferred from the 
generalized statements in the report, a desire by your committee to condemn the 
particular practices and policies of GSA. 

With regard to GSA participation in rate proceedings, reference is presumably 
made to ex parte No. 175, before the Interstate Commerce Cominission, in which 
general increases in railroad freight rates were proposed. In each of the four 
stages of that proceeding, however, the Interstate Commerce Commission found 
that the railroads were entitled to less than the relief sought, thus supporting in 
principle GSA’s contentions. 


As you know, the Interstate Commerce Act does not contain any objective 


standard of what constitutes a fair rate of return, and the Commission has an 
nounced no administrative standard. Accordingly, when we participate in pro 
ceedings similar to ex parte No. 175 we do not flatly oppose the increases sought 
It is our position and purpose to contribute in every possible way to the proceed 


ing to insure full consideration of all the rate standards of section 15 (2) of the 


act is given. 
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Under this section the Commission is required to consider, among other things: 
(1) The effect of rates on traffic movement; (2) the public need for adequate 
and efficient service at the lowest cost consistent with the furnishing of the serv- 
ice: and (8) the need of the carriers for sufficient revenues to provide such 
service. Whereas the carriers direct their presentation to the third of these 
standards, GSA directs theirs to the first two, while recognizing the validity of 
the third point. 

As to the relationship of our statute to the national transportation policy as 
added to the Interstate Commerce Act by the Transportation Act of 1949 (54 Stat. 
x00), the following is of interest: 

Section 201 of the Federal Property and Administrative Services Act of 1949, 
as amended (63 Stat. 383; 64 Stat. 591; 40 U. S. C. 481), specified ‘economy, 
efficiency, or service” as the Administrator's guideline. Section 602 (c) of the 
same act specifies that “The authority conferred by this act shal be in addition 
and paramount to any other authority conferred by any other law and shall not 
be subject to the provisions of any law inconsistent herewith, * * *.” 

The decision of the Comptroller General, dated April 13, 1951, B—102080, cited 
in our previous letter, criticized a proposed regulation that would have made 
transportation oflicers responsible for administering the national transportation 
policy because it would “impose an unwarranted burden upon interested Govern- 
ment agencies in their negotiations of reduced rates and that it may prejudice 
the rights of the United States to benefits tendered or available to it under spe- 

fic statutory enactments * * *,” 

More recently the Comptroller General has reiterated this principle in a further 
opinion of October 19, 1954, B-102080, requested by the task force of the Hoover 
Commission, a copy of which is attached. 

Entirely aside from the national transportation policy, however, it is our spe- 
cific objective to obtain just and reasonable rates for the Government’s traitic. 
This necessarily implies that they are reasonable for the carrier as well as the 
Government. Thus we seek to negotiate rates comparable to those already estab- 
lished by the carriers themselves on comparable commercial traffic. 

Available studies indicate the Government has far to go to reach this objective 
and, generally speaking, section 22 rates are no lower than on comparable com- 
modity rates charged the commercial shippers. 

In addition to our negotiated rates, we frequently have carriers voluntarily 
quote rates to us on prospective movements. In some instances, the rates quoted 
are lower than would be our requested rate based on usual rate comparisons. 
None of such rates, however, give any indication that they are not fully profitable 
to the carrier, and indeed the insistence of the carriers in demanding the traffic 
in such instances would negative the concept that it is noncompensatory traffic. 

In any event, no rates have come to our attention which appear to produce 
truck-mile or car-mile earnings below reasonable levels, although we have made 
repeated requests that such rates be brought to our attention. 

Frequently, a rate is being negotiated with one type of carrier, when another, 
capable of rendering equally satisfactory service, offers voluntarily, without soli- 
citation on our part, to transport at a lower rate. GSA does not take the position 
that routing the traffic via the lowest-cost carrier should be regarded as “playing 
one carrier against another with the primary objective of getting the lowest pos- 
sible transportation rate without regard to the consequences for the carrier is 
promotive of destructive competitive practices and fosters unsound economic 
conditions in transportation contrary to the national transportation policy.” 

Nor should GSA refuse the lower rated carrier as a means of enforcing the 
national transportation policy where the carriers themselves have fixed, as per- 
mitted by law, their own level of charges. To do so would be inconsistent with 
our statutory responsibility. 

We trust the foregoing remarks give the committee a clearer picture of GSA’s 
policies and operations and will eliminate any confusion or misunderstanding 
which may have existed. If the committee desires any additional information, 
we will be glad to furnish it. 

Cordially yours, 
EDMUND F. MANSuRE, Administrator 


EXPENSES, GENERAL SUPPLY FUND—PROVISO 


Senator Magnuson. Now on item No. 10, we will place that informa- 
tion in the record. 
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(‘The information referred to follows :) 


GSA Amendment No. 10 
EXPENSES, GENERAL SuppLty FuNpD 


PROPOSED AMENDMENT 


On page 13, line 24, strike out “transferred to or’’. 
1956 House hearings: No discussion. 


BUDGETARY DATA 
None applicable. 


LEGISLATIVE HISTORY 


House Report No. 304, page 8 (under “Administrative operations’) : “The 
item for administrative operations and other items in the General Services 
Administration budget justifications have been adjusted to balance financing with 
workload. The committee has approved such adjustments this year and has 
inserted a proviso on certain items requiring that no functions budgeted under 
such appropriations shall be transferred to or financed from any other appro- 
priation or fund. Such a proviso is intended to insure that the money is expended 
in accordance with the appropriation structure as approved by the Congress.” 


JUSTIFICATION 


For the first time the House added a proviso prohibiting transfers of func- 
tions budgeted under this appropriation. Comments quoted above from the 
House report disclose the intent to prohibit shifts in financing of administrative 
operations between the appropriation “Expenses, general supply fund” and the 
appropriation “Administrative operations” as workload changes. 

Section 106 of the Federal Property and Administrative Services Act of 1949, 
as amended, provides specific authority to improve the effectiveness of internal 
operations of GSA by regrouping, transferring, or redistributing such functions 
within the agency. In the interest of improving economy, efficiency, or service 
in the Government supply operations, section 201 (a) of the act provides for the 
transfer of functions from other agencies to GSA. 

The House report does not disclose a desire to modify this authority. The 
proposed amendment clarifies the application of the proviso so that it will not 
be construed to adversely affect existing substantive law with respect to authority 
of the Administrator. 


Mr. Exxiorr. That is the same basic problem, sir. 
Senator Macnuson. That isthe language. 
Mr. Exxiorr. Yes, sir. 


OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORD SERVICE 
(APPROPRIATION ) 


Senator Magnuson. Then on item No. 11, we will place that in the 
record. 


(The information referred to follows:) 
GSA Amendment No. 11 
OPERATING EXPENSES, NATIONAL ARCHIVES AND REcOoRDS SERVICE 


PROPOSED AMENDMENT 


On page 14, line 9, strike out “$5,550,000” and insert in lieu thereof 
“$5,650,000”. 


1956 House hearings: Pages 927 to 941. 
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BUDGETARY DATA 


1956 budget estimate $5, 650, 000 
1955 appropriation (adjudged for comparative transfers) 5, 541, 000 


Change, 1955 to 1956 


1956 bill reported to House 5, 550, 000 
Proposed amendment 


Change from bill reported to House 


LEGISLATIVE HISTORY 


House Report No. 304, page 8, “Operating expenses, National Archives and 
records service: The bill contains $5,550,000 for this purpose, a reduction of 
$100,000 in the budget estimate and an increase of $550,000 over the appropriation 
for 1955. The Federal Government created 723,000 fewer cubic feet of records 
than were destroyed in 1954. This is the first year the Government has been 
able to do this since long before the records centers were established. Every 
effort should be made to increase the disposition program as this is an activity 
where substantial savings to the Government are obtained.” 


JUSTIFICATION 


The House committee report indicates a reduction of $100,000 in the budget 
estimate and a $550,000 increase over the appropriation for 1955. Actual 
increase in estimate was $109,000 and House bill represents effective increase 
of only $9,000. 

The difference of $650,000 in 1956 budget estimate over 1955 appropriation 
included $541,000 for space costs in records centers previously financed by other 
GSA appropriations, estimates for which were reduced accordingly. Therefore, 
this $541,000 is not an increase. The remaining $109,000 was reduced $100,000, 
leaving only the $9,000 increase for this appropriation item. 

Subsequent to preparing the 1956 budget, negotiations with Veterans’ Admin- 
istration culminated in an agreement that VA will utilize GSA records centers. 
It is estimated that GSA will take custody of 633,000 cubic feet of VA inactive 
records into its regional records centers—316,000 during 1955 and 317,200 in 
1956. It is estimated that governmentwide economies of over $2 million will 
result from this transfer. The workload is in excess of that provided for in 
the appropriation for 1955 and that contemplated in the budget esimate for 
1956. However, GSA would be in a very impractical position to refuse to take 
on the work after extended negotiations for doing so and in view of recom- 
mended actions of the Hoover Commission that GSA increase holdings in center- 
type space substantially. 

Reanalysis of operations for 1955 and 1956 discloses (1) spacewise the 
3,050,000 cubic feet capacity in regional records centers is adequate to accommo- 
date the 633,200 cubic feet of VA records, (2) costs of accessioning the VA records 
can be absorbed only by holding all other operations to a minimnm, and (3) 
present capacity of special records center type equipment is adequate to store the 
316,000 cubic feet to be accessioned in 1955 and all but 200,000 cubie feet of 
517,200 cubic feet of VA accessions for 1956. The full amount of the 1956 budget 
estimate must be made available to accomplish this. 

However, the House bill is $100,000 below the budget estimate. Restoration of 
this amount is essential (1) to provide for accessions, disposals, and reference 
services demanded by Federal agencies as programed in the budget estimate and 
(2) to provide such services for records from VA which were not covered in the 
budget estimate. 

With respect to the deficiency in equipment, an estimate for an additionai 
amount for that purpose is currently pending in the Bureau of the Budget. 


Mr. Mansure. Doctor Grover will speak on that. 

Senator Magnuson. That is “Operating expenses, National Ar- 
chives.” You are asking for $100,000 restoration. 

Mr. Grover. Yes, sir. The House report on this appropriation in- 
ferred that they were giving us an increase of $550,000. Unfortunate- 
ly, that is not quite correct since $541,000 of that is a transfer of space 
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costs from Public Buildings Service; that is, a bookkeeping trans- 
action as their appropriations were reduced by the same $541,000. 

Senator Magnuson. Let me ask this to clear this up: Is this the 
Archives Building itself ? 


FEDERAL RECORDS CENTER 


Mr. Grover. No, sir. This is the national program, but it includes 
National Archives. This amendment is specifically directed toward 
our Federal records centers, of which we have one in each of our 10 
GSA regions. The National Archives itself is not affected by this 
amendment. nor is the Federal Register, or any of our other records 
activities, except these Federal records centers. 

As vou may recall, they were established in 1950 as a result of rec 
ommendations of the first Hoover Commission. They are designed to 
house infrequently used records more cheaply and economically and 
service them more cheaply and economically than can be done in office 
space and agency storage space. There is actually a difference in cost, 
a difference in expense, for every four-drawer, letter-sized file cabinet. 
The average cost in an agency is about $16 per year. We can house 
the same records in a Federal records center and service them for 
about $4. 

Senator Magnuson. So there is a difference of between 16 and 4. 


VETERAN’S ADMINISTRATION FILES 


Mr. Grover. Now this restoration of $100,000 is particularly im- 
portant this year, Mr. Chairman, for 2 reasons. First. as a result of 


the private management engineering surveys that are being made in 
various agencies, and particularly in the Veterans’ Administration, 
recommendations have been made to transfer great numbers of VA 
files that are infrequently used into these centers. That has caused 
an increase in our workload for 1956 by about 20 percent in the Federal 
records centers. 


HOOVER COMMISSION REPORT ON PAPERWORK 


The second reason is that the present Hoover Commission in its re- 
port on paperwork management—— 

Senator Magnuson. They said it amounted to $4 billion. 

Mr. Grover. Yes, which is a pretty good estimate, Mr. Chairman. 

Sut they also said, in talking spec ific ally about the records center 

operation, that it was such an economical operation that they recom- 
mended that we aim at having 50 percent of the records of the Gov- 
ernment in these centers; that is, transfer of up to 50 percent out of 
offices. This would double our present records center workload. 

Senator Magnuson. What do you use for a center, a warehouse? 

Mr. Grover. Yes, a warehouse. 


MICROFILMING OF RECORDS 


Senator Magnuson. Do you microfilm some of the records ? 

Mr. Grover. We microfilm records only when they have to be kept 
indefinitely, Senator, because the microfilming process itself is so ex- 
pensive that if they have to be kept only 15, 20, 25, or even 30 years, it is 
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actually cheaper to keep them in center warehouse space than it is to 
microfilm them. 

Senator Magnuson. Last year we gave you $500,000 in a supple- 
mental bill to go ahead with this work. 

Mr. Grover. That was for survey work in other agencies. 

Senator Magnuson. In other words, to go into the matter of the 
elimination of waste in paperwork in general 

Mr. Mansure. Not exactly. That was for the purpose of payments 
of fees to outside engineering firms to make surveys of records man- 
agement practices in other agencies. 

Senator Magnuson. To look into the matter / 

Mr. Mansure. Yes. 

Senator Magnuson. Then you had some volunteers do it, did you 
not ¢ 

Mr. Mansure. No volunteers. We gave a lot of assistance and help 
to the program out of our own personnel. 


REPORT ON RECORDS MANAGEMENT 


Senator Magnuson. Mr. Cooper has just handed me a document 
here. You made a quarterly report to Senator Hayden on what you 
have been doing on the project. The report will be inserted in the 
record at this point. 

(The report referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., April 26, 1955. 
Re Records management surveys 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D.C. 

DEAR SENATOR HAYDEN: This progress report for the quarter ending March 
31, 1955, on the status of records management survey work by private contractors 
is submitted as required by Public Law 56, 83d Congress. 

During the quarter one new project was undertaken and one contract was 
renegotiated. ‘The latter action resulted when the contract with the firm of 
John R. O’Brien was terminated because of financial difficulties in which the 
firm became involved. The work remaining on the project (Bureau of Indian 
Affairs) was contracted to the firm of Robert F. Miller & Associates within the 
funds available for this survey. 

On March 14, 1955, a contract was let to the firm of Leahy & Co. to study the 
records retirement and records center systems of the Depaurtinent of Defense and 
the General Services Administration. The objective of this survey is to deter- 
mine whether economies or other improvements would result from a consolida- 
tion of existing systems. ‘The survey is to be completed in 5 months at a cost 
of $24,000. 

Work on the surveys has proceeded on schedule, with the exception of the 
survey of the reporting system of the Bureau of Indian Affairs. The interruption 
to the work resulting from renegotiation of the contract on this project was not 
serious since the analysts on the preject were employed by the new contractor. 
Completion time on the contract has been extended to June 30, 1955. 

Specific recommendations covering over a dozen major paperwork areas have 
been submitted by the contractors. From the point of view of areas to be covered, 
the surveys are somewhat Jess than 50 percent complete. At this stage, however, 
it is expected that the surveys will produce savings in excess of a ratio of 10 to 
1 over their cost. 

On the basis of specific recommendations submitted to date the contractors 
estimate savings of almost $3 million in personnel, as well as the release of filing 
equipment with a replacement value of $1,250,000 and the release of space worth 
over $400,000. 
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The attached tables present the estimated savings in some detail. It should 
be noted that most of the recommendations are under consideration in the 
agencies ; some have been accepted in part; others are under test. 

Final determination of the exact benefits to be obtained from the surveys 
will not be possible until there has been full installation of recommendations 
accepted by the agencies. Where substantial changes in paperwork procedures 
are involved, test installations are generally required prior to complete installa. 
tion. For this reason the estimated benefits are projected for the first year after 
complete implementation. The agencies involved are naturally reluctant to 
make any commitments as to realizable savings until the benefits are actually 
accomplished. 

All of the agencies covered by the surveys have cooperated fully. The surveys 
are in fact cooperative undertakings involving the agencies and GSA as well 
as the contractors. Credit for the results of the surveys is due in no small 
measure to the contributions of the agency staffs. 

This is illustrated in the case of the recommendations concerning the discon- 
tinuance of the Veterans’ Administration Records Service Center at Columbus, 
Ohio, and the transfer of the records to GSA. The Veterans’ Administration 
has agreed to discontinue its records center operation and plans for transfer- 
ring and disposing of the records at the center by June 30, 1955, are being com- 
pleted. The Veterans’ Administration is to be commended for its work on this 
project. 

Discontinuance of the Veterans’ Administration Records Center at Columbus 
following transfer of records to the GSA operated Federal Records Center at 
Kansas City, Mo., will result in potential economies of over $1 million. Bene- 
fits of many savings will recur annually. 

Direct expense of VA in 1956 will decrease by $417,000 for personal service 
and some $33,000 for other objects. In comparison, GSA expenses at Kansas 
City will increase by $108,800 for personal services and $12,200 for other objects. 
The transfer also involves one-time expenses of about $150,000 for moving the 
records from Columbus to Kansas City and $15,000 for new equipment in the 
Kansas City Center. The net result will be identifiable savings in records center 
expense for the first year of $164,000 and of $329,000 in succeeding years. In 
addition, space given up in Columbus will aid GSA in reducing leased space by an 
estimated $308,000 and further economies will be realized from reutilization of 
equipment now in use by VA at Columbus which has replacement value of some 
$651,000. 

As no provisions for the foregoing expenses related to this transfer are pro- 
vided for in GSA appropriations for 1955 or in budget estimates for 1956, we 
plan to finance them through June 50, 1956, by transfer of funds. Provision 
will be made in GSA estimates for 1957 and subsequent years. 

Cordially yours. 


A E. Snyper, Acting Administrator 
Enclosures (7) 
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survey Of Railroad Retirement Board—Progress report as of March 31, 1955; 
contractor, Lester B. Knight & Associates, Inc. 


Fact-finding and analysis in 2 of the 3 major bureaus in Chicago, and of a 
regional office, have been completed. This analysis in the Chicago office and 
selected field offices will be resumed and completed in May, with development of 
final recommendations and submission of the final report scheduled by July 1. 


survey of Civil Service Commission, Retirement Division—Progress report as of 
March 31, 1955; contractor, Lester B. Knight & Associates, Inc. 


The fact-finding and analysis stage of this study has been completed. Develop- 
ment of recommendations is currently under way, and will be ready for pre- 
liminary discussions before the end of April. Contractor’s studies indicate that 
the Division is providing good service to the claimants. Contractor’s recommen- 
dations for improvement will stress procedural changes in the processing of mail, 
protection of vital records against destruction, and methods of decreasing the 
amount of paperwork in the Division. The report on this Division will be sub- 
iiitted about May 1. 


Survey of Bureau of Old Age and Survivors Insurance, Department of Health, 
Education, and Welfare—Progress report as of March 31, 1955; contractor, 
Lester B. Knight & Associates, Inc. 


Preliminary fact-finding and orientation at headquarters, and more complete 
fact-finding and analysis of field operations has been completed. Fact-finding 
and analysis in the Baltimore offices will be completed early in June. The final 
report of recommendations for this Bureau is scheduled for July 31, 1955. 


SAVINGS EFFECTED 


Senator Magnuson. Your report to Chairman Hayden leaves 
unanswered two questions which we would like to have you give reply 
ior inclusion in the record. 

(1) To what extent have these records surveys accomplished sav- 
ings to the public or to business in addition to savings for the Gov- 
ernment? We understand you have some studies which would answer 
this question. 

(2) A report on what has been accomplished by the records survey 
in the Post Office Department to which you referred in testimony 
lust year. 

(‘Lhe requested information follows :) 


(1) To what extent have these records surveys accomplished savings to the 
public or to business in addition to savings for the Government? We under- 
stand you have some studies which would answer this question. 

‘The reports of the contractors indicate that there will be substantial bene- 
fits to the public and to business as a result of improved paperwork manage- 
ment. For instance improvements recommended in the processing of loan appli- 
cations in the Veterans’ Administration will cut in half the time required to 
obtain action by the individual veteran. 

Another type of benefit is that indicated by one of the recommendations made 
in the Interstate Commerce Commission which simplifies the accounting require- 
luents of class I motor carriers. The contractor estimates that adoption of this 
recommendation will save 1,700 carriers an estimated $600,000 annually. 

In other instances the surveys will be effective in cutting down the amount of 
paperwork required by the Govrenment, of business firms and individuals. 

2. A report on what has been accomplished by the records survey in the 
Post Office Department to which you referred in testimony last year. 

\ report which we have received from the Deputy Postmaster General indi- 
cates that as a result of the records survey in the Post Office Department, sav- 
ings have been or will be accomplished as follows : 

(a) Simplifying paperwork procedures, $750,000. 

(b) New paperwork procedures, $75,000. The records survey also recom- 
Henved installation of a new type of security mail service which is to be 
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put into effect June 1. The service as announced by the Postmaster Geners| 
Will be called certified mail. The Department reports that depending 
volume this new service will eliminate requirements for changes in registered 
mail that would cost the Department an additional $6 million per year. 

(c) Equipment and space economies. As a result of the disposal and retire 
ment of useless and noncurrent records the Department has effected equipment 
economies of over $500,000 and has released space for other use that was cost 
ing the Department $200,000 a year. 

Mr. Grover. As I say, one of the recommendations out of many that 
have been made by these management firms is to transfer more of these 
case files to our records centers because there are obvious savings there. 
Actually, these transfers are getting ahead of us. We cannot finance 
them unless we have the restoration of this $100,000, 

Senator Dirksen. It is purely an operational item ¢ 

Mr. Grover. Yes, sir. 

Mr. Mansvure. Spend adime and save a dollar. 

Senator MaGnuson. You have a lot of items In here like that. 

Senator Porrrer. You will make us more money here today— 

Mr. Mansure. That is why we exist. 


STRATEGIC AND CRITICAL MATERIALS 


Senator Magnuson. Of course, the big item in your budget is $521 
million, which is $141,500,000 more than you had last year for strategic 
and critical materials. We are going to reverse ourselves here and ask 
why the House put that back in, which is our usual procedure anyway; 
why they allowed you $141,500,000 more than you had last year 4 

Mr. Meptry. The amount allowed, Mr. Chairman, was the amount 
of the budget estimate for stockpiling. 

Senator Magnuson. I understand that. But we still want to know 
why. 

Mr. Mansvure. The increase over 1955 is due to decrease in avail- 
ability of balances of prior-year appropirations to meet purchase pro- 
grams determined by the Office of Defense Mobilization. ODM deter- 
mines the stockpile goals, advises GSA, and GSA carries out the op- 
erating functions of procurement, storage and the protection of the 
materials. We do the physical part of it. The goal of the 1956 pro- 
gram is actually less than for 1955, although it will require a larger 
“ppropriation. 

MAIN ITEMS IN PROGRAM 


Senator Macnuson. What are the main items in that program? 

Mr. Mansure. I think there are 75 various critical metals and oils 
and so forth. 

Senator Macnuson. Do you know whether the list has been in 
creased or decreased over last year? 

Mr. Mansure. The number of items have not been increased. It is 
just that, on the new thinking of ODM, the quantities have been in- 
creased in the stockpiling. 

Senator Macnuson. In some cases decreased, and some cases in- 
creased ; is that correct ? 

Mr. Mansure. Yes. Some programs are already completed. 
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ALUMINUM SUPPLY 


Senator Magnuson. I do not know how much of this is classified. If 
it is classified, do not answer it. In the mineral field, have you reached 
your quota in aluminum ? 

’ Mr. Mansure. No. Aluminum is in very short supply now. That 
is general information. 

| NICKEL 


Senator Porrer. How about nickel? 

Mr. Mansure. Nickel is critical. 

Senator Macnuson. We are dependent on the International Nickel 
Corp. then, are we ¢ 

Mr. Mansurr. No, I may say it is peculiar. 

Senator Maenuson. They set the price, do they not ? 

Mr. Mansvre. In Cuba the Nicaro program is progressing very well. 
We are now producing about 30 million pounds of nickel, and when we 
finish our expansion program we will be producing about 15 percent of 
the world supply in Cuba. 

Senator Magnuson. Leaving 85 percent, and that cartel sets the 
price. 

Mr. Mansurr. We are becoming a thorn in the side now, I believe. 
We are going to become quite a factor in the price. Any assistance 
that could be given to the Government program should be given. 

Senator Magnuson. I think you welcome that, because it is not your 
fault, but it is the way it goes. 

Senator Porrer. You have nothing to do with the policy as to the 
umount of strategic materials ? 

Mr. Mansure. Senator Potter, that is really decided upon by ODM. 
Of course, I sit on the mobilization board, but the various departments 
are involved. Then GSA does not come into the operation until after 
the decision is made. We carry on the operational phase, the buying, 
actual operation, warehousing, and protection. 


ZINC 


Senator Maanuson. What about zinc? Is that on the list ? 

Mr. MAnsure. Zinc is. Weare still buying it. 

Mr. Walsh is head of the Emergency Procurement Service. Mr. 
Walsh can give you any information that is not classified. 

Mr. Watsn. We are still buying zine, sir. 

Senator MaGnuson. Silver ? 

Mr. Wausn. No, sir. 


COPPER 


Senator Magnuson. Copper? 

Mr. Watsn. We have some under contract, but due to the tight 
supply, copper is being diverted into industry at the direction of 
BDSA. 

Senator Porrer. When did that happen ? 


_ Mr. Wausn. That began in the last quarter of last year, beginning 
in October. 


oe Porter. Why do they not do the sanie thing with nickel ? 
5—55—11 
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Mr. Wausu. They are channeling some nickel into industry. They 
have been moving a million pounds a month from the Nicaro produc- 
tion and—— 

Senator Porrer. They started that in the last quarter ? 

Mr. Watsu. They began some in the last quarter of last year, too, 

Mr. Meptey. About 6 months ago. 

Senator Magnuson. How many of these critical minerals are we 
self-sufficient in ? 

Mr. Watsn. I do not believe, sir, we are self-sufficient in a 
them. 

Senator Magnuson. We have to go outside for varying degrees of 
what we need ? 

Mr, Watsn. Yes, sir. That is the reason for stockpiling. 

Senator MaGcnuson. But we do have to go outside the country / 

Mr. Wausn. Yes. Or we can expand to meet it over a long period 
of time. 
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NEW SOURCES OF SUPPLY 


Senator MaGnuson. Do you scout the possibilities of new sources of 
supply ? 

Mr. Watsn. Yes, sir. 

Senator Magnuson. Have you scouted the possibilities of nickel ’ 

Mr. Wausn. Yes, we are. We are going into nickel, very, ver) 
thoroughly. 

Senator MaGnuson. I suggest there is a good nickel deposit in the 
State of Washington: there really is. It is one of the few in the 
United States. 

Mr. Watsn. That is being looked into. Of course, as you know, 
Hanna is producing nickel there now. We have also made contracts 
with Sherritt Gordon and with Falkenbridge. 

Senator MaGnuson. It would have to be surveyed correctly, but all 
the mining engineers think it is a very good pr ospect for nickel. 

Mr. Mansvrr. I think if Mr. Medley would give you the overall 
figures, it would be helpful and give you a better picture. 

Senator Magnuson. Yes, 


TOTAL STOCKPILE OBJECTIVE 


vo Meptey. The current total stockpile objective, Mr. Chairman. 
9,764 million. That would be roughly at current prices. Now. 
an this appropriation of $548.900,000, we will have in inventory and 
on order a total of $6,460 million as of June 30, 1956, which would 
leave approximately $3,304 million yet to be proc ured. 

Senator Magnuson; I think it would be of interest. too, to know, in 
the so-called uranium field. The AEC does that themselves; you have 
nothing to do with that ? 

Mr. Watsu. That is correct. 


LIQUIDATION OF CONTRACT AUTHORIZATION 


Senator Magnuson. I would like to finish this if I could. We have 
two smaller items. TI think you ought to place in the record what you 
mean by “Liquidation, of contract authorization.” which is plus $27 
million. ITs that to pay off obligations? 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 161 


Mr. Mepitry. Yes. There was previously authorized by the Con- 
gress $920 million worth of contract authority. Now all of that con- 
tract authority has been liquidated; that is, with appropriated cash, 
except the balance of $27,400,000. 

Senator Magnuson. That is to pay off the obligation ? 

Mr. Meptey. Yes, sir. 


HOSPITAL FACILITIES, DISTRICT OF COLUMBIA 


Senator Magnuson. Then you also have hospital facilities for the 
District of Columbia. What is that, $1,610,000? What is that ¢ 

Mr. Meptey. It is for a grant to Georgetown Hospital. There is 
also an item of $9,700,000 under that he: ad for the amount we will 
need in the coming fiscal year to make payments under the contract 
for the construction of the District of Columbia Hospital Center, 
on a site at the Soldiers Home, which was previously authorized by 
the Congress. 

Senator Magnuson. That isa Federal hospital ? 

Mr. Meptey. Not exactly. 

Senator Magnuson. Veterans’ Administration / 

Senator Porrer. The Soldiers Home is financed through a fund, a 
trust fund which the soldiers and sailors pay into this fund to main- 
tainthe home. It is for the professional soldier and sailor. 

Am I correct in that / 

Mr. Meptey. Yes, sir. This project has nothing to do with the 
Soldiers Home, except that we are buying this site from them. The 
hospital center is in effect a District of Columbia undertaking. Three 
private hospitals will use the building and we get the existing prop- 
erties that they have; namely, Emergency Hospital, E piscopal Hos- 
pital out on 15th Street and Garfield Hospital. 

Senator Magnuson. Are you buying land with this money ? 

Mr. Mansurr. No; Money for the land was previously appropri- 
ated. We actually are building the hospital now. 

Senator Porrrer. Will this money be reimbursed out of the fund? 

Mr. Exuiorr. No, sir. It really has nothing to do with the Soldiers 
Home operation. Actually, they had some excess land out there, and 
the excess land is being transferred from the Soldiers Home to us. 
We are paying for it at the fair appraised value so that the Soldiers 
Home fund will be preserved. We are now putting this hospital cen- 
ter up on the land. It would not be part of the Soldiers Home, but 
adjacent to it. When it is constructed, it is going to be turned over 
tothe three private hospitals. 

Mr. Poorman. I think the confusion is that they are building a 
hospital for the Soldiers Tome from the source of the funds that 
Senator Potter mentioned. It is substantially completed. This is 
an entirely different hospital in the same general location. 

Senator Magnuson. And this is a grant under the law ? 

Senator Porrer. The reason why I was confused is that Soldiers 
Home people appeared before our subcommittee and funds were dis- 
cussed for the completion of this hospital facility or con:<ruction 
project they had underway. 

Senator Magnuson. Now you have again hospital facilities, 5 mil- 
lion, 2 more than last year. Again that is liquidation and grant? 
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Mr. Meptey. The $5,200,000 is for constructing the hospital center, 
The $1,610,000 is for a grant to Georgetown Hospital. 

Senator Magnuson. That is, on the hospital center for the District 
of Columbia you want $9.7 million, five million two more than you 
had last year for what we have listed as hospital facilities in the Dis. 
trict of Columbia, liquidation of contract authorization. 

Mr. Mep.ey. That is right, and the $1,610,000 is to cover a grant to 
Georgetown Hospital which was authorized by the Congress as an 
amendment to the appropriation act last year. 


ABACA FIBER PROGRAM 


Senator MaGnuson. What is the abaca fiber program? Is it out? 

Mr. Wausn. No,sir. The acreage under production will be reduced, 
so we can get along with the funds we will have in 1956. The act of 
1950 established in Central America the production of abaca. That 
was originally under the jurisdiction of RFC and was transferred to 
GSA July 1, 1954. 

Senator Magnuson. Has been transferred to you to do a clean-up 
or mop-up job ? 

Mr. Wausu. No, sir, to continue the project as long as ODM deter- 
mines that cultivation be continued. The program determined by 
ODM for 1956 will continue 15,000 acres under cultivation from which 
16 million pounds of fiber will be produced. It will require no less 
administrative support than for 1955 to handle the following 
problems: 

1. Continuous on-site supervision of operations of the plantation 
operation contract. 

2, Arrangements for abandonment of acreage in Panama and Costa 
Rica. 

3. Conversion of 5,000 acres in Costa Rica to standby status. 

{. Arrangements for standby maintenance of a portion of produc- 
tion and processing facilities. 

5. Disposal or transfer to continuing operations of property valued 
at several million dollars. 

6. Normal production, harvesting, and processing activities in 
Honduras and Guatemala totaling 16 million pounds. 

7. Storage of abaca inventory of 20,600,000 pounds and sales of 
17.500,000 pounds. 

Mr. Meptey. In that connection, we are appealing for restoration of 
the budget estimate of $135,000, rather than the $100,000 allowed by 
the House. That is on amendment No. 14. It is not money; it is a lim- 
itation within the funds we already have. 

Senator Magnuson. We will place that in the record. 

(The information referred to follows :) 


GSA amendment No. 14 
ABACA-FIBER PROGRAM 


PROPOSED AMENDMENT 


On page 19, line 19: Strike out “$100,000” and insert in lieu thereof “$135,000.” 
1956 House hearings: Pages 958 to 960. 
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BUDGETARY DATA 


1956 budget estimate (administrative expenses limitation) — __.. $135, 000 
1955 appropriation (administrative expenses limitation) —_~ 135, 0OO 


Change 1955 to 1956 0 
1956 bill reported to House (administrative expenses limitation) 100, 000 
Proposed amendment (administrative expenses limitation) 135, 000 


Change from bill reported to House +35, 000 
LEGISLATIVE HISTORY 


House Report No. 804, page 9: “Abaca fiber program.—The bill contains a 
limitation of $100,000 on administrative expenses for this program, which is 
$35,000 less than the amount provided in 1955 and in the budget estimate. The 
original request for a $8,500,000 appropriation for working capital was withdrawn 
in House Document No. 91 as the program is being reduced in size for 1956. 
The committee recommends that the need for this program be reviewed to see if 
it cannot be liquidated.” 

JUSTIFICATION 


After the budget for 1956 was prepared but before House committee hearings 
on the bill, the President transmitted an amendment (H. Doc. No. 91) to the 
budget withdrawing a request for $3,500,000 additional operating capital for this 
program. 

This action was motivated by decision of the Office of Defense Mobilization that 
acreage under cultivation be reduced from 20,100 to 15,000 and acreage to be 
harvested from 20,100 to 10,000. 

These decreases will reduce the amount of the contract with the private con- 
tractor who operates the plantations for producing abaca fiber. However, reduc- 
tion in acreage will have little effect on staff work involved in administering the 
program, 

It is requested that the limitation on expenditures for administering the pro- 
gram be restored to the $135,000 provided in the budget estimate, the same amount 
as for 1955 but $38,000 less than 1954 before the program was transferred to 
GSA. 


Senator Macnuson. That is the last amendment, is it / 
Mr. Meptey. Yes, sir. However, we have skipped two others. 


ADMINISTRATIVE OPERATIONS 


Senator Magnuson. “Administrative operations,” $450,000 ? 

Mr. Meptry. Yes, sir. 

Senator Magnuson. That is amendment No. 12, and we will place 
that in the record. 

(The information referred to follows :) 


ADMINISTRATIVE OPERATIONS 


PROPOSED AMENDMENT 


On page 14, line 17, strike out “$4,000,000” and insert in lieu thereof $4,450,000”. 
1956 House hearings, pages 960 to 983. 


BUDGETARY DATA 
1956 budget estimate $4, 450, 000 
1955 appropriation 3, 789, 500 


Change, 1000 (0 1000. <5 ens eases cases gical eats sere +660, 500 


1956 bill as reported to House 4, 000, 000 
Proposed amendment 4, 450, 000 


Change from bill reported to House 
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LEGISLATIVE HISTORY 


House Report No. 304, page 8: 

“Administrative operations—The committee recommends $4,000,000 for this 
item, an increase of $210,500 over the amount appropriated for 1955 and a decrease 
of $450,000 in the budget estimate. This item finances the administrative, {in- 
ancial, legal, and other integrated services for the Public Buildings Service, 
Federal Supply Service, and National Archives and Records Service programs, 
In addition, funds for administrative operations for GSA are included in five 
of the operating programs, not including the customary reimbursements for 
services performed for other agencies. The committee strongly recommen(s 
that all administrative operating costs be included in one item next year and 
will expect a substantial reduction to be made in the overall amount, both in the 
District of Columbia and in the field. 

“The item for administrative operations and other items in the General Services 
Administration budget justifications have been adjusted to balance financing with 
workload. The committee has approved such adjustments this year and has 
inserted a proviso on certain items requiring that no functions budgeted under 
such appropriations shall be transferred to or financed from any other appropria- 
tion or fund. Such a proviso is intended to insure that the money is expended 
in accordance with the appropriation structure as approved by the Congress.” 


JUSTIFICATION 


3udget estimate of $4,450,000 reflects a minimum requirement for agencywide 
direction of all programs of GSA and complete administrative operation support 
for carrying out the basic operating programs of GSA. 

Estimate also represents an attempt to bring financing of administrative 
operations in balance with actual workloads under this and other appropriations 
and funds, as indicated in table on following page. 


1955 appropriation in annual act, “Administrative operations” $3, 789, 500 
Adjustments to balance funds with workload : 

Emergency operating expenses____- ee eae ee —$93, 000 

Expenses, general supply fund — 231, 000 

Strategic and critical materials__.____._._--_____-_-~- —31, 000 

Operating expenses, PBS —38, 000 

Administrative operations, reimbursement___._-.____._ —165, 000 

Repair, improvement, and equipment ___- +175, 000 


Net adjustments__-------- 1 383, 000 


1955 Adjusted for workload ; 4, 172, 500 
Increase in 1956 Pak , 500 


1956 estimate for “Administrative operations” 450, 000 
Effect of reduction in bill as reported to House : 

1955 S00 

1956 : ; Becton e ae ; , 900 


“Plus” adjustments not approved : 72, 500 
Increase in 1956 estimate not approved 7 


Reduction below estimate in House bill 450, 000 


Equalizing “plus” and “minus” adjustments were included in budget estimate 
to balance financing with workload. 

House Report No. 304 states that “* * * committee has approved such adjust- 
ments this year * * *.” “Minus” adjustments were approved. However, “plus” 
adjustments totaling $172,500 were not approved. Balance between financing 
and workload cannot be achieved unless “plus” as well as “minus” adjustments 
are approved. 

The actual increase over 1955 is $277,500. Eighty-three percent of this amount 
is for needed improvements in personnel work and audit functions which are be- 
ing carried on at an ineffective level. 

1. Personnel administration.—An increase of $75,100 is included in the esti- 
mate to bring the agencywide ratio of employees engaged in personnel work to 
1: 158. This ratio will be 17 percent more productive and efficient than the ratio 
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(f 1: 185, the limitation under section 107 of the bill. This increase will be used 
nainly for in-service training of employees to generate more economical and 
efficient work methods which are sorely needed. 

tudit.—An increase of $154,200 is included to partially eliminate the large 
backlog on audit work. At the end of 1955 there will be a backlog of approxi- 
mately 410 audits. An additional 90 contract audits wil be generated in 1956. 
The estimate will finance approximately 345 audits. If GSA is unable to finance 
this essential work, we will not be operating in conformity with the policy of the 
Congress, as specified in the Budget and Accounting Procedures Act of 1950. 

Full restoration to the amount of the budget estimate is strongly urged. 

Mr. Meptey. This item, Mr. Chairman, is for the normal adminis- 
trative work of GSA, which includes the legal work, accounting, 
budgeting, auditing, personnel work, mail and messenger service, 
comphance and security services. It is a little bit diffic ult to explain, 
for this reason. The administrative operations of GSA are financed 
from some 14 different appropriation items. This particular item 
furnishes the administrative support for only the so-called basic 
programs of GSA, such as “Operating expenses, Public Buildings 
Service”; “Operating expenses, Federal Supply Service”; and “Oper- 
ating expenses, National Archives and Records Service.” 

It would appear that the budget estimate was some $660,500 above 
the amount we had last year. Actually, that is not so. As a result of 
the fact that we are financing our activities out of some 14 different 
appropriations, we find that we have to periodically analyze our oper- 
ations to be sure that the financing from these various sources of funds 
's in balance with the workload. We made such an an: ilysis last spring 
and we came up with adjustments, plus and minus adjustments, be- 
tween appropriations, totaling $383,000, with the “plus” to this appro- 
priation reduced by various amounts in other appropriations. 

The House indicated in their report that they approved the adjust- 
ments. However, upon an analysis, you can see that isn’t exactly the 
situation. They approved the minus adjustments but they failed to 
approve all of the plus adjustments. Of course, you cannot make an 
internal adjustment unless your credits and debits offset one another. 

So that the net effect of our request is full restoration to the amount 
of the budget estimate; namely, $4,450,000, which would include the 
adjustments plus a modest increase of some $277,500. 


INCREASE IN PERSONNEL EMPLOYEES 


The increase is primarily for two purposes: First, in our personnel 
work, our current ratio of personnel employees to total employment is 
about 1 to 177, which is inadequate. The Independent Offices Act 
ulows, under section 107, 1 to 135. With the small increase we are 
asking, it would bring our ratio down to 1 to 158, which will permit 
more adequate personnel work, but is still considerably better than 
the 1 to 135 ratio authorized in the bill. 


AUDIT WORK 


The second increase is in our audit work. As of the end of this 
fiscal year we will have an estimated backlog of 410 audits. In fiscal 
year 1954, this audit program saved the Government over $5 million 
on the basis of an expenditure of about $560,000, which means that we 
are running close to $10 saved for every dollar expended. 
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In addition, it is the Government’s responsibility, under contracts 
and otherwise, to perform these audits and to see to it that contractors 
are living up to their responsibilities. Some of the audits involved 
audits of NIR plant leases that Mr. Pinkley talked about on these 
plants we are leasing. In some cases where we have leased plants 
under a variable-production formula and we have to go in and deter- 
mine by audit whether or not the company has paid the amount of 
rent actually due the Government. 

So that we feel that this increase plus the adjustments, is essential 
to good businesslike operations. 

And I might add that a majority of the work and the increase in- 
volved will be in the regional offices, such as Seattle, Chicago, and so 
forth. 

Senator Maenuson. And that again brings you up to the budget 
estimates ? 

Mr. Mepiry. Yes, sir. 

Senator Magnuson. Are there any further questions ? 


GUARD SITUATION 


I have some questions here which were submitted to me, which I 
am just going to give to you people to answer. They are too long and 
involved. They involve the guard situation of buildings, in which 
some of the National Federation of Government Employees were 
interested. You can answer them. 

Mr. Mansvre. We will be very glad to. 

(The information referred to follows :) 


ANSWERS TO QUESTIONS REQUESTED BY THE CHAIRMAN, SENATE APPROPRIATIONS 
SUBCOMMITTEE 


1. Question. How many guards were assigned to Federal buildings inside the 
District of Columbia at the beginning of fiscal 1955? 

Answer. 1,724 guards and officers. 

2. Question. How many GSA custodial employees were working in Federal 
buildings inside the District of Columbia at the beginning of fiscal 1955? 

Answer, 6,393 employees. 

3. Question. How many guards are assigned to buildings in the District of 
Columbia at the present time? 

Answer. 1,601 guards and officers. 

4. Question. How many custodial employees work in Federal buildings inside 
the District of Columbia at the present time? 

Answer. 6,218 employees. 

5. Question. How many guards were assigned to Federal buildings outside 
the District of Columbia at the beginning of fiscal 1955? 

Answer. 1,327 guards and officers. 

6. Question. How many GSA custodial employees were working in Federal 
buildings outside the District of Columbia at the beginning of fiscal 1955? 

Answer. 8,355 employees. 

7. Question. How many guards are assigned to buildings outside the District 
of Columbia at the present time? 

Answer. 1,334 guards and officers. 

8. Question. How many custodial employees work in Federal buildings out- 
side the District of Columbia at the present time? 

Answer. 7,426 employees. 

9. Question. Is it possible that from 1953 to 1955 about 500 officers and men 
were riffed from this guard and special police service in the District area? 

Answer. A reduction of 318 was made, af which 149 were as aresult of build- 
ings or space relinquished. Similar reductions were made outside the District 
area prior to the 1955 fiscal year. 
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i). Question. Why was the number of employees reduced in each case? 

\nswer. Appropriations for building operations for the past 4 years have 
not afforded an adequate level of services in operation, maintenance, and pro- 
tection. In addition, reductions have been made in the appropriations based on 
anticipated reductions in Federal employment so as to relinquish leased space 
financed under the GSA appropriations. Such reductions in space have not 
materialized to the extent and as rapidly as contemplated and it has been neces- 
sary to reduce the operating and protection force in order to pay the rental 
pill 

In May 1958, GSA contracted with the National Association of Building 
Owners and Managers to make a critical survey of GSA’s building operations 
covering policies and practices, staffing, ete. The association reported the need 
for additional funds to increase the level of services in cleaning and the need 
for a renovation and modernization program to improve conditions in the build- 
ing structures and the installed mechanical and electrical equipment and systems. 

the association was critical of the amount of money being spent by the Govy- 
ernment for guarding. While it recognized that the Government’s problem was 
not necessarily the same as that in commercial operations, they still felt too 
much money was being spent for protection. Since that time GSA has been 
reexamining the protection services supplied in all buildings in an effort to 
bring the cost more nearly in line with commercial practice. Every effort is 
being made to provide protection services through the use of dual assignments 
for other custodial personnel assigned to the buildings in order to reduce the 
number of full-time guards. 

11. Question. How many guards are assigned to buildings where the agency 
reimburses the General Services Administration for the services of the guards? 

Answer. 1,261 guards and officers. 

12. Question. What happens to funds agencies give GSA for guard services? 

Answer. <All buildings management operations of GSA are initially financed 
through the buildings management fund. Reimbursement from agencies for 
security and other guard services are credited to the fund from which the 
sularies of guards and officers and other expenses are paid. 

13. Question. Do other agencies reimbuse GSA for services of custodial em- 
plovees engaged in repairs such as laboratories, telephone installations and 
repair, ete? 

\nswer. GSA’s estimates for specific buildings include the normal require- 
ments involved in the operation, maintenance, protection, repair, and upkeep of 
the buildings, including rentals for leased space. <All services over and above 
the normal, including special services for the specific needs of an agency such 
as security guarding, are provided to the agency on the basis of reimburse- 
ment from funds available to such agencies. Certain buildings, such as those 
assigned to agencies operating under trust funds, wholly owned Government 
corporations and others, are managed and serviced only on the basis of com- 
plete reimbursement for all expenses. 

I+. Question. What happens to these funds? 

Answer. As in the case of guard services, the services are financed initially 
under the buildings management fund and that fund is reimbursed from agencies’ 
appropriations on the basis of invoices rendered. 

15. Question. Since the guard force has been reduced have thefts and other 
crimes in public buildings increased? If so, to what extent? 

Answer. Only minor increases have been reported since the reduction in the 
guard force. 

16. Question. Why have these reductions in personnel occurred ? 

Answer. The reductions in personnel have been necessary because of reductions 
in the operating appropriations. The appropriations for the past 4 years did 
not afford an adequate level of services in the operation, maintenance, and pro- 
tection of the buildings. Because of certain fixed expenses and the continuing 
workload, the only way of operating within the reduced appropriations is by 
reducing personnel. 

On the suggestion of the House Appropriations Committee, GSA is also explor- 
ing the possibility of performing cleaning and other services by contract to deter- 
mine what economies, if any, will result through the use of contract services in 
lieu of force account services. The extent to which contract services will be 
used will depend upon the results of pilot operations now underway. 

17. Question. Has the condition of public buildings deteriorated materially and 
has the security of these structures decreased since the reductions in personnel 
went into effect? 
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Answer. The condition of public buildings has deteriorated materially. GSA 
is continually sarching for ways and means of improving operations so as to 
increase the level of services. The use of contract services is being explored 
to determine if economies can be achieved. 

Concerning protection, where guard service has had to be curtailed, GSA hag 
looked to other means of supplying protection services by having other custodia] 
employees serve in a dual capacity providing watchmen services along with the 
other duties assigned. 

18. Question. Do you feel the present guard and custodial forces are adequate 
to perform the mission assigned to the General Services Administration ‘ 

Answer. Even with improvements made in operations GSA does not feel that 
present guard and custodial forces are adequate. However, current appropria- 
tions will afford no increase in level of services. 

19 and 20. Question. How many Government buildings have no guards in the 
District area at the present time? 

Question. How many Government buildings have no guards outside of the 
District area at the present time? 

Answer. Throughout the United States GSA manages 511 Government-owned 
buildings, 529 leased buildings with services furnished by the Government, and 
2,936 buildings or parts of buildings which are owner operated. Generally, only 
the larger Government-owned and leased buildings have full-time guards assigned, 
Even in these buildings the full-time guard service is supplemented to a degree 
with protection services furnished by other custodial personnel assigned. Pro- 
tection in the small buildings is provided through dual-capacity custodial posi- 
tions, occasional visits by uniformed guards where the buildings are in close 
proximity to larger operations, and/or through watchmen services provided by 
the lessors in owner-operated buildings. 

In the District area 44 buildings do not have full-time guards assigned. A 
portion of these buildings are covered by occasional visits by personnel from 
adjacent buildings or through the use of dual assignments for other custodial 
personnel assigned to the buildings. 


PROVISO PROHIBITING TRANSFER OF FUNCTIONS 


Mr. Meptry. We have another amendment, No. 13. It is the same 
as No. 10 concerning which Mr. Elliott spoke earlier about the lan- 
guage proviso prohibiting transfer of functions. 

Senator Magnuson. We will place that in the record. 

(The information referred to follows :) 


GSA Amendment No. 138 


ADMINISTRATIVE OPERATIONS 
PROPOSED AMENDMENT 


On page 14, line 18: Strike out “transferred to or”. 
1956 House hearings: Page 967. 


BUDGETARY DATA 
None applicable. 
LEGISLATIVE HISTORY 


House Report No. 504, page 8 (under “Administrative operations”) : 

“The item for administrative operations and other items in the General 
Services Administration budget justifications have been adjusted to balance 
financing with workload. The committee has approved such adjustments this 
year and has inserted a proviso on certain items requiring that no functions 
budgeted under such appropriations shall be transferred to or financed from any 
other appropriation or fund. Such a provisio is intended to insure that the 
money is expended in accordance with the appropriation structure as approved 
by the Congress.” 

JUSTIFICATION 


For the first time the House added a proviso prohibiting transfers of functions 
budgeted under this appropriation. Comments quoted above from the House 
report disclose the intent to prohibit shifts in financing administrative opera- 
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tions between the appropriation “Administrative operations” and other appro- 
priations in which the expense of administrative operations is budgeted 
separately. 

Section 106 of the Federal Property and Administrative Services Act of 1949, 
as amended, provides specific authority to improve the effectiveness of internal 
operations of GSA by regrouping, transferring, or redistributing such functions 
within the agency. In the interest of improving economy, efficiency, or service 
in the Government supply operations, section 201(a) of the act provides for the 
transfer of functions from other agencies to GSA. 

The House report does not disclose a desire to modify this authority. The 
proposed amendment clarifies the application of the proviso so that it will not be 
onstrued to adversely affect existing substantive law with respect to authority 
f the Administrator. 

Senator Magnuson. And that concludes now the suggestions ? 

Mr. Mansure. Yes, sir; we submitted 14. 

Senator Magnuson. The Chair will say we will keep the record 
open for a few days in case you want to make any technical corrections 
or add anything that was not said here that you might want to say. 

Senator Porrer. You gentlemen did an excellent job in presenting 
your case. 

Mr. Manstre. I would like to take this opportunity to thank you. 
for the fine attention you gave us, Senator. 

Senator Magnuson. Thank you, gentlemen. The committee appre- 
ciates your appearance before us. 

We will recess at this time until 2:30 p. m., at which time we will 
have the housing people before us. 

(Whereupon, at 12:55 p. m., a recess was taken until 2:30 p. m., of 
the same day.) 

AFTER RECESS 


HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF ALBERT M. COLE, ADMINISTRATOR; LESTER P. 
CONDON, DIRECTOR, COMPLIANCE DIVISION; JAMES W. FOLLIN, 
URBAN RENEWAL COMMISSIONER; JOHN C. HAZELTINE, COM- 
MUNITY FACILITIES COMMISSIONER; JOHN M. FRANTZ, AGENCY 
BUDGET OFFICER; IRA DIXON, MEMBER OF THE BOARD, HLBB; 
NORMAN P. MASON, COMMISSIONER, FHA; FRANK J. MEISTRELL, 
GENERAL COUNSEL, FHA; AND CHARLES E. SLUSSER, COMMIS- 
SIONER, PHA 


RESTORATION REQUESTED 


Senator Magnuson. The subcommittee will come to order. 

At this time we have the Housing and Home Finance Agency. For 
the purpose of the record, the 1955 appropriation was $47,968,500. 
The budget estimate for 1956 is $78.200,000. The House allowed 
$68,800,000, which is a plus $20,831,500 over your 1955 appropriations. 
The House cut you $9,500,000 and you are asking for a restoration 
of $9,400,000 and there is a supplemental of $350,000 ¢ 

Mr. Corr. That is correct. 
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AMENDMENTS AND JUSTIFICATIONS 


Senator Magnuson. You may proceed. TI think it best that we put 
in the record your answer to our letter asking for the purpose of your 
amendments, and you have the amendments all laid out? Also the 
summary tables from the justifications. 

Mr. Contr. That is correct. 

(The letter and amendments referred to follow :) 


HousiInG AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D.C., April 26, 1955 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington 25, D.C. 

DEAR SENATOR MAGNUSON: Iam transmitting herewith brief explanatory state- 
ments in connection with each of the amendments which this Agency proposes 
for your consideration in connection with the independent offices appropriation 
bill, 1956, H. R. 5240. 

I apprepriate the opportunity afforded by yvour committee to appear in con 
nection with these amendments. We shall be prepared at the hearing to support 
them in further detail and to answer any questions the committee may have con- 
‘cerning the amendments or other aspects of the budget proposals of this Agency 
for the fiscal year 1956. 

Sincerely yours, 
—, Administrator 


TaBiE I.—-Sources ef funds for staff expenses, Housing and Home Finance Ager y 
O flice of the Administrator 


Sources of funds Actual, 1954 


Appropriations 
Salaries and expenses: 
Annual act $3, 215, 55 $2, SHS, 500 
Supplemental Appropriations Act, 1955 1, 100, 000 
Advance planning of non-Federal public works, 
transfer _--- 1 000 
Revolving fund (liquidating programs), transfer 


Subtotal, salaries and expenses 
Defense planning activities J 
Authorizations 
Defense community facilities 
Housing loan programs 
Housing loans for educational institutions 375, 000 
Revolving fund (liquidating programs) - - . 000 | 
Public facility loans. 5, 000 
Other available funds, war public works 


Total, sources of funds 75 § 5OO | R, 000 
Unobligated balance, estimated savings 28, 728 


Total obligations , 947 | 5, 008, 500 5, 750, 000 


1 Includes transfers of $50,000 for President’s Advisory Committee (Public Law 207); $50,000 for special 
investigation (Public Law 357); and $6,000 for penalty mail (Public Law 286). 
2 Transfer for FHA special investigation pursuant to Public Laws 357 and 663, 
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TaBLeE IIl.—Comparison by activity 


Actual, 1954 Estimate, 1955 Estimate, 1956 


Man- Amount Man- Amount Man- 


years years years 


Amount 


Agencywide program coordination and 
supervision 
Generay agency supervision $845, 621 111.0 000 r 000 
Consolidated compliance activities ‘ 46, 600 30.4 000 39. ; 275, 000 
Agencywide coordination of urban 
renewal activities 12.0 90, 000 " 354, 000 


Subtotal ! a; 2 153. 4 : , 000 8. , 000 
Slum clearance and urban renewal 22! 305. 4 2, 387, 500 3, 235, 000 
Voluntary home mortgage crecit 29. 6 000 ‘ 000 
Reserve of planned publie works 13.8 000 000 
Defense planning activities 000 
College housing loans as 339, 484 47.1 375, 000 ? 575, 000 
OA liquidating programs 5 545, 677 47.8 000 ; 000 
Pu! lie facility loans 5 5, 000 } 000 
FHA special investigation 2 96, 388 37.4 50, 000 
President’s Advisory Committee, pro- 

graming and research__. f 411, 


549 


Total i a a ‘ 3, 990, 947 645. 0 5, 008, 500 82 000 


Tare III.—Comparison by organization unit 


Actual 1954 | Estimate 1955} Estimate 1956 


Organization unit | 
Posi-| Man- | Posi-| Man- | Posi-| Man- 
tions | years | tions; years | tions} years 





Administrator hid callie shadows ; ; 10 .! ; 7. | 

Deputy Administrator ‘ 2 
FHA special investigation staff : ate ‘ 77 
International housing staff_- 5 
Racial relations service 6 

Division of Compliance ; 1] 

Division of Congressional Liaison and Publie Affairs. __- 14 

Divisions of Plans and Programs 

Voluntary home mortgage credit staff 

Division of Law 5 i 

Division of Housing Research 

Urban Renewal Administration 

Community Facilities Administration 

Administrative staff services ‘ 

Audit Branch 

General Services Branch 

Division of Field Coordination 


Subtotal, Central Office 


Regional offices: 
Regional administrator 18 4. 3 ‘ 14.3 
Community Requirements Branch. ‘ 25 ) 22 15.3 
Legal Branch 1 418 33. ! 
Administrative Branch. sou 44% 19 af 40 27. 
Engineering Branch me . 17 ’ 17 15. 
Financial Analysis Branch aes 13 : 41 16. 
Urban Renewal Branch ; 178 108. 


Subtotal, regional offices_-_-..----- 4 aris te 85. 0 370 231.7 


Positions and average employment- - ----- ‘ ; 652 515 


954 645. 0 935 


Personal services a P ; plate iiales ad $3, 446, 776 $4, 241, 500 $5, 741, 800 
Other objects of expense iecacninne e ; aah 544, 171 767, 000 1, 008, 200 


Total cost_-_- 7 3, 990, 947 5, 008, 500 6, 750, 000 
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PREPARED STATEMENT 


Senator Magnuson. Do you havea prepared statement? 

Mr. Core. Whatever the chairman prefers. We have a prepare(| 
statement—if you prefer we will file it. We will get it item by ite, 
anyway. 

Senator Magnuson, All right, sir. 

(The information referred to follows :) 


STATEMENT OF THE HOUSING AND HoME FINANCE ADMINISTRATOR 


Mr. Chairman and Senators, the Housing and Home Finance Agency was estab- 
lished to administer the principal nonfarm-housing functions and activities of 
the Federal Government, except for loans and loan guaranties to veterans. At 
the present time the Agency consists of the Office of the Administrator and six 
constituent groups, as follows: 

The Home Loan Bank Board, including the Federal Home Loan Bank System 
and the Federal Savings and Loan Insurance Corporation, work in the savings 
and loan field. These agencies were established to encourage thrift and home 
ownership; to protect the savings of small investors; and to provide a nation- 
wide home mortgage credit reserve system. 

The Federal Housing Administration administers the several mortgage and 
loan insurance programs authorized in the National Housing Act to assist the 
financing of the production, purchase, repair, and improvement of residential 
structures. 

The Public Housing Administration is responsible for the administration of 
the low-rent public housing program under the United States Housing Act of 1937 
and—by delegation from the Administrator—for the management and disposi- 
tion of certain war and emergency housing projects. 

The Federal National Mortgage Association functions as a secondary market 
facility for FHA-insured and VA-guaranteed home mortgage loans; provides spe- 
cial assistance for selected types of mortgages when directed by the President; 
and manages for liquidation the existing FNMA mortgage portfolio. 

The Community Facilities Administration is responsible for the administra- 
tion of several loan or grant-in-aid construction programs in the community 
facilities and public-works areas. These include the program of housing loans 
for educational institutions, the advance-planning of non-Federal public works, 
and the liquidation of several housing and community facilities programs which 
are no longer active. 

The Urban Renewal Administration is responsible for the administration of 
the slum clearance and urban renewal program under title I of the Housing Act 
of 1949, as amended. The URA is also responsible for the new programs for 
demonstration grants and for urban planning assistance grants, and for pro- 
viding technical assistance to localities in preparing and developing their urban 
renewal plans. 

The Administrator also serves as Chairman of the National Voluntary Home 
Mortgage Credit Committee. 


Housing Act of 1954 


The Housing Act of 1954 was approved August 4, 1954. The provisions of thiat 
act are so important to the operations and budget estimates of the Agency that 
I want to review briefly the main features of the legislation. 

The major emphasis in the urban renewal provisions of the new legislation is 
placed on the prevention of slums and urban blight. To further this approach, 
local communities are required—as a condition to receiving Federal assistance 
for slum clearance and urban renewal, for low-rent public housing, or for certain 
new FHA insurance programs—to develop and put into operation a “workable 
program” utilizing all means available to eliminate and prevent slums and urba! 
blight. 

To further the urban-renewal concept, new financing aids are made available. 
Federal financial assistance through planning advances and grants is availble 
not only for the clearance and redevelopment of pockets of slum and blight, hut 
also under the amended law for rehabilitation and conservation projects. The 
new section 220 program authorizes FHA mortgage insurance on liberal teruis 
for the rehabilitation of existing dwellings and for the construction of new 
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dwellings in urban-renewal areas. The new section 221 program provides FHA 
insurance for low-cost housing for displaced families in a community where a 
slum-clearance or urban-renewal project is being carried out. 

The 1954 Housing Act also provides new forms of assistance to local com- 
munities under the programs of demonstration grants and urban planning assist- 
ance grants. These new activities are designed to promote better local, regional, 
and State planning as an aid to sound development and redevelopment of com- 
munities, and to encourage cities in developing methods and techniques for the 
prevention and elimination of slums and blight. 

The act intended that all these related aids be used together to accomplish a 
coordinated local program. For that purpose the act stipulates that certain 
basie findings be made by the Administrator for the guidance of the participating 
constituent agencies, 

You are, I am sure, generally familiar with the liberalization of the terms 
under which the FHA will insure home mortgages. These provisions of the 
act have served to promote home ownership by making it easier for the average 
American family to purchase or build new homes or to repair or buy existing 
homes. The volume of new mortgage insurance applications received by the 
HA is a reflection of the tremendous pent-up demand for additional housing. 

Before leaving the new legislation, I would like to mention briefly the voluntary 
home mortgage credit program. This activity is a unique experiment in Federal- 
private cooperation. It is designed to facilitate the flow of private funds for 
FHA-insured and VA-guaranteed home mortgage loans into small and remote 
areas, and into the financing of housing for minority groups. The national 
organization and 16 regional committees are made up of representatives of 
the building and financing groups serving voluntarily. The Administrator serves 
as Chairman of the National Committee, provides office space, and furnishes 
the staff assistance necessary to the conduct of the program. 

The Housing Act of 1954 also made significant changes in the operations of 
the Federal National Mortgage Association. FNMA was rechartered in a manner 
so that private investment will gradually be substituted for the Federal capital in 
the secondary-market function. FNMA will provide a secondary market for 
FHA and VA mortgages, provide special assistance for special housing programs, 
and manage and liquidate the existing FNMA mortgage portfolio. 
Supplemental appropriations and initial staffing for new programs 

The Housing Act of 1954, with these new and expanded programs I have 
briefly described, was enacted early in August 1954. Later in the same month 
the Congress also provided funds in the Supplemental Appropriations Act to un- 
dertake the new activities. Recruitment has proceeded carefully, at a rate con- 
sistent with the development of procedures and policies for program operations. 
Our guiding principle has been to provide the greatest possible degree of coor- 
dination of Agency programs at the local level, so that communities and local 
publie agencies participating in the benefits authorized by the act will have a focal 
point of contact regardless of the phase of the activity in which they are cur- 
rently engaged. We believe that this is the objective which the Congress wrote 
into the Housing Act of 1954. 

Accordingly, slum clearance and urban renewal operations have been decen- 
tralized to the HHFA regional offices and a standard Agency pattern of field 
organization has been adopted. We believe these are essential steps and that 
a progressively greater degree of coordination at the local level will result. 

The supplemental appropriations authorized last August, and those provided 
for the FHA last January, were designed to permit the recruitment of staff to 
begin program operations. Budget requests for fiscal 1956 generally involved 
increases over this year, since the budget program assumed that personnel now 
being recruited and employed would be retained for the full year. Some addi- 
tional staff was also included to permit expansion of operations in the coming 
year, based upon the readiness of local communities to participate in the pro- 
grams. 

Unfortunately, the appropriations and authorizations contained in the House 
hill are not adequate to permit the new programs to go forward according to this 
plan. If the House figures are not increased, the Agency will be forced te dis- 
charge personnel at the start of the new fiscal year—at just the time that the 
new and expanded programs. should be moving forward and that our ability 
to respond to local initiative will be crucial to the success of community programs 
nvaluable time and momentum will be lost. 

We have submitted a number of proposed amendments for your consideration. 
These will, I presume, be offered for the record at the appropriate points. Many 
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of the apparently minor amendments are very important from an operating stand. 
point, but I will confine my opening comments to a few major items. We shall, 
of course, be glad to answer questions in connection with any of them. If jt 
suits your convenience, I will review these major items initially, and then we 
can take up the amendments in the order in which they appear in the bilil. 


Office of the Administrator 


The basic appropriation for the Office of the Administrator is under the head, 
“Salaries and expenses.” There we asked for $5.7 million for administrative 
expenses for fiscal 1956. This figure was cut by the House to $4.3 million—a 
reduction of 25 percent. 

Last August, after the passage of the Housing Act of 1954. the supplemental 
appropriations act provided the funds with which we began to provide staff to 
handle the new programs. As of now, we have almost achieved a minimum and 
reasonably well-balanced staff in Washington and the field. We need to retain 
that staff, and expand it modestly next year as workload under the new pro- 
grams Increases, 

That could not be done under the House bill. The $4.3 million allowed by 
the House would not fund the present staff of the Office. We would be forced 
to reduce personnel and would be unable to accomplish the objectives set out 
for the urban renewal program and the other activities for which we are re- 
sponsible. I earnestly hope that this committee will see fit to approve our 
request for restoration. 

The figure of $5.7 million which I mentioned was the original budget estimate 
for this appropriation. Since the House acted on the bill, the President has in. 
creased the budget estimate to $6,05¢ 000. His request for an additional $350,000 
has been printed as Senate Document 41. 


bem 


sriefly, the additional $090,000 is to provide for higher costs than were origi- 
nally anticipated in connection with investigation and compliance activities. As 
this committee knows, I established last fall a centralized Compliance Division 
to conduct necessary investigations and inspection work for the whole Agency, 
Unfortunately, we had to prepare our budget estimate for 1956 when that new 
division was in process of being organized, and before we had any actual operating 
Xperience as a guide, Experience gained since last October proves that we 
underestimated the job a good deal, at least for the balance of this year and 
next. The additional funds requested will permit us to operate on the policy 
on which the new division was established: that all complaints and allegations 
of irregularities should be promptly and thoroughly investigated and followed 
through until properly disposed of. 

College housing.—The House bill provides $425,000 for administrative expenses 
of the college housing program, as compared with $575,000 requested. The 
figure in the House bill is about what we will be spending as this year draws to 
a close. The workload in the program is growing week by week, and unless 
we have a little leeway to devote additional staff to it, my opinion is that serious 
problems will develop before the new fiscal year is very far advanced. 


Federal Housing Administration 


Amendments have been submitted to restore the budget estimates for both 
administrative and nonadministrative expenses for the Federal Housing Ad- 
ministration, and I strongly urge their favorable consideration. The increased 
administrative budget for 1956 is intended to overcome weaknesses disclosed 
by the special investigation. It is essential, in my judgment, to strengthen the 
technical and underwriting staff and to provide for stronger supervisory controls 
over field office insuring operations and over mortgagor corporations in the rental 
housing programs. <A good start has been made and I would like to see continued 
progress, 

Nonadministrative expenses are largely processing costs of new insurance 
written in the field offices, As you may know, the volume of applications for 
insurance has increased sharply since the passage of the Housing Act of 1954 
and is expected to continue at a high level throughout the year. It is estimated 
that FHA will examine insurance applications covering some 800,000 dwelling 
units in fiscal 1956. 

This task cannot be properly accomplished under the limitation in the House 
bill. The substantial reduction made by the House in funds for field office in- 
suring operations threatens a repetition of the backlog situation which became 
such a serious problem last fall. It would also hamper the new programs au- 
thorized under sections 220, 221, and 222. 
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In connection with these 2 items for FHA, Mr. Chairman, there is 1 general 
thought I would like to stress to this committee: despite the fact that all these 
expenses are met from FHA income, there is a real measure of benefit to the 
Treasury from efficient and economical administration, For one thing, such ad- 
ministration leaves a larger net income for reserves against possible insurance 
losses. Accordingly, it has been and is my continuing concern and Commissioner 
Mason’s to assure that FHA’s responsibilities are discharged as efficiently and 
at as low cost as possible. 

On the other hand, mere paper savings achieved at the expense of sound under- 
writing operations do not benefit the Treasury but rather, in my judgment, expose 
it to needless hazard far out of proportion to the operating economy involved. An 
inadequate staff may mean the development of backlogs and a generally poor 
cnliber of service to the public. It may also mean inadequate analysis of applica- 
tious for insurance; skimpy inspection of properties; and weak or ineffectual 
supervision of insuring operations. It may mean all of those things. 

lerespectfully urge that a relatively sinall saving made by cutting the FHA’s 
annual budget is poor economy if it means substandard operation of this multi- 
billion dollar insurance program. No one can predict with certainty, of course, 
exactly what the workload will be for a future period. But I hope that we can 
make a commonsense appraisal of the job that FHA can reasonably be expected to 
face, and that we can then provide for a staff to do that job expeditiously and 
well—and for a staff at the headquarters here in Washington to give firm di- 
rection and continuing supervision to the doing of it. 


Public Housing Administration 


The Public Housing Administration has requested amendments to restore the 
budget estimate for administrative expenses of the low-rent housing program 
and for liquidation of emergency housing. The House-approved figures would 
compel a reduction-in-force at PHA which cannot be justified on a workload 
basis. 

I hope the committee will bear in mind that,although the PHA has 2 main 
kinds of functions to carry out, it has only 1 administrative organization and 
1} administrative budget. For its statutory and delegated responsibilities, 
PHA has asked an appropriation of $8.S million and an authorization to use 
receipts amounting to $2.5 million for liquidation of emergency housing pro- 
grams—or a total of $11.3 nillion to finance the organization in Washington 
and in the field. The total amount available under the House bill would be 
$10.2 million—over a million dollars less than what we think is needed. 

A cut of this size would be manageable if there were a comparable reduction in 
the workload facing PHA next year. But there is not. There will necessarily 
be an active construction program, stemming from old projects and from new 
contracts concluded this vear. There will be an expanded management work- 
load, as a result of units completed and turned over for management. And in 
addition, Mr. Slusser and I are equally anxious to keep disposition of war 
and emergency housing moving at a good clip all during the balance of this 
year and the fiscal year 1956. I do not think he can be expected to do all 
these things and at the same time cut back his staff—especially as that staff 
has been cut to the bone over the last several years. 

Mr. Chairman, that concludes my opening remarks. We will be glad now to 
take up the amendments in the order in which they appear in the bill, if 
that is the pleasure of the committee. The Commissioners of the constituent 
organizations and appropriate members of their staffs are here with me to 
assist in providing you the information you may need, and Commissioners 
Slusser and Mason have prepared statements which I hope you will take time 
to hear as we reach the points in the bill dealing with the programs under 
their supervision. 


HOUSING AND Howe FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPENSES 
(Estimate, $5,700,000: proposed by committee, $4,300,000; in act, $4,300,000) 
(House hearings, pt. 2, pp. 1517ff) 


(1) Page 20, line 9, strike out the words “twelve passenger motor vehicles for 
replacement only” and insert in lieu thereof the following: ‘thirty-three pas- 
senger motor vehicles, of which twelve shall be for replacement only”. 
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(2) Page 20, line 12, strike out the figure “$169,325” and insert in lieu thereof 
“$291,000”, the estimate, an increase of $121,765 above the amount allowed py 
the House committee. 

(3) Page 20, line 18, strike out the figure “$4,300,000” and insert in lieu thereof 
“$5,700,000”, the estimate, an increase of $1,400,000 above the amount allowed by 
the House committee. 

HOUSE REPORT 


(Pertinent excerpts, H. R. 304, p. 9) 


“Salaries and expenses, Office of the Administrator.—The bill provides an ap- 
propriation of $4,300,000 for this purpose, which is an increase of $331,500 ovey 
appropriation for 1955 and a decrease of $1,400,000 in the budget estimate.” 


JUSTIFICATION 
(1) Purchase of motor vehicles 

For the past several years, the Office of the Administrator has sought unswe. 
cessfully to obtain language to permit the purchase and replacement of moto 
vehicles. The 1956 budget request contained language authorizing the purchase 
of 33 motor vehicles, including 12 for replacement purposes. None of the ve 
hicles requested would be stationed at locations where motor pools operated }; 
General Services Administration are available. 

The House committee recommendation, which was approved by the House on 
Mareh 30, 1955, would authorize only the purchase of 12 vehicles for replace- 
ment purposes. While this authority represents a partial solution, the situatior 
is so critical that an appeal is made for restoration of the language as submitted 
in the budget. 

There has been a progressive reduction in the number of passenger moto 
vehicles operated. This is revealed in the following comparison : 


Dec. 31, 1952 

June 30, 1953 

Dee. 31, 1953 

Tune 30, 1954- 

Mar. 31, 1955___- 

June 30, 1955 (estimate) - 
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Date Field | Washington 
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This reduction in the number of vehicles has been the direct result of the 
aging condition of vehicles which could no longer be economically maintained or 
safely operated. Of the entire inventory as of June 30, 1954, there were on! 
two vehicles which had not exceeded the General Services Administration's 
standard for replacement—either in accumulated mileage or in age, or bot! 

Motor vehicles owned by the Office of the Administrator are used almost 
exclusively to furnish transportation to project sites for regular engineering 
inspection and supervision of construction projects financed in whole or in part 
with funds of programs administered by the office. These programs include slw 
clearance and urban renewal, college housing loans, public facility loans, and 
Federal school construction. 

As the table above shows, the OA entered the current year with 34 automobiles 
During the first 9 months through March 31, 1955, breakdowns, resulting either 
in irreparable damage or excessive repair costs, have made it necessary to 
dispose of 15 cars. Of the 19 in the inventory on April 1, 1955, it is estimated 
that 5 others will have to be retired before the end of the year, leaving a balance 
of only 14 vehicles on June 30, 1955. 

It should be pointed out that even 33 automobiles would not meet the total 
needs of the staff of the HHFA regional offices. It is proposed to supplement the 
Government-owned cars through the use of common carrier when feasi! 
through the use of personally owned automobiles by those employees who are 
able to provide them, and through the use of Federal motor pools operated by 
GSA in areas in which such pools will operate. 

The cost (exclusive of depreciation) of operating the overage inventory of 
vehicles during fiscal year 1954, when maintenance was at or approaching peak 
levels, indicates that the rate of operating expense per mile for new automobiles 
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would fall sufficiently below the rate at which employees are reimbursed for the 
use Of personally-owned vehicles to permit amortization of the cost of the 
automobiles requested in the 1956 budget in just under 3 years. Under such 
circumstances, over the 6-year GSA service-life standard for passenger vehicles, 
a substantial saving in travel expense for project inspection would result from 
the provision of the requested automobiles. 

A statement in more detail on this subject appears in the hearings of the 
House Appropriations Committee, part 2, pages 1345-1349. 


(2) Hapenses of travel 


The travel limitation of $169,325 in the 1956 House bill for “salaries and 
expenses” is a cut of nearly 42 percent from the estimate of $20,000 and is 
$91,500 less than the current year’s limitation of $260,825. This limitation would 
mike it impossible for the staff concerned with the programs whose activity is 
centered in the local communities (slum clearance and urban renewal, voluntary 
home mortgage credit, and reserve of planned public works) to carry them out 
effectively. This would be true even with a total appropriation of $4,300,000 and 
the usefulness of the larger staff which could be supported from the $5,700,000 
in the President’s budget would be seriously curtailed by the restrictions imposed 
by a travel limitation of $169,325. 

The current annual rate of travel obligations in “Salaries and expenses,” based 
on February and March experience, is in the neighborhood of $250,000 to 
$275,000. Since the programs largely creating the need for travel got under way 
only this year and are still expanding, it is believed that the full estimate of 
$291,000 is needed for 1956 activities. 

(3) Administrative expenses, Office of the Administrator 

The “Salaries and expenses” item constitutes the basic appropriation for ad- 
ministrative expenses of the Office of the Administrator. The budget estimate of 
$5.7 million was cut to $4.3 million by the action of the House, a reduction of 
25 percent or $1,400,000, and an amount equivalent to some 200 man-years of 
employment. 

The budget request for fiscal 1956 is greater than the amount available for the 
current year for two basic reasons : 

(a) The cost on a full-year basis of personnel being employed during the cur- 
rent year as a result of new legislation in the Housing Act of 1954 and addi- 
tional appropriations made available in the Supplemental Appropriation Act, 
1055; and 

(b) The predicted expansion of workload and administrative operations in 
the several new and expanded programs authorized in the Housing Act of 1954. 

The $4.3 million provided in the House bill is not enough to fund the present 
staff of the Office of the Administrator for the 1956 fiscal year. Last August, 
after the passage of the enabling legislation and the provision of supplemental 
appropriations to undertake the new programs, recruitment was begun to pro- 
vide staff to handle the new programs. At this time, the Office has almost 
achieved a reasonably well-balanced—but minimum—staff in Washington and 
in the HHFA regional offices. 

Under the figure in the House bill, the Administrator would be required to 
initiate a substantial reduction-in-force program to get rid of many of the people 
who have just been hired in recent weeks. This would not only be wasteful but 
also extremely disruptive to operations and destructive to the morale of the 
entire organization. It would put the Office in the position of discharging per- 
sonnel just as the new and expanded programs should be really getting under 
way. 

The administrative expense request covers 9 activities of the Office of the 
Administrator under 4 major program titles. These are: 

A, Agencywide program coordination and supervision, including 

(1) General agency supervision, 
(2) Consolidated compliance activities, and 
(3) Agencywide coordination of urban renewal activities ; 
B. Slum clearance and urban renewal, including— 
(1) Slum clearance under title I of the Housing Act of 1949, 
(2) Urban renewal under the Housing Act of 1954, 
(3) Demonstration grants program, and 
(4) Urban planning assistance program: 
C. Voluntary home mortgage credit program; and 
D. Reserve of planned public works. 
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Agencywide program coordination and supervision 

This activity includes the cost of staff assistance to the Administrator in super 
vising and coordinating all the components and activities of the Housing and 
Home Finance Agency. The budget request covers three main Classes of 
functions: 

General agency supervision.—The basic budget estimate for Agency super 
vision and coordination has changed only slightly over the past few years, and 
no signilicant Change is contemplated in the fiscal year 1956. 

Consolidated compliance activitics.—In accordance with the authority con 
tained in the Independent Offices Appropriation Act, 1955, the Administrator 
has established a central staff for all investigation and compliance functions of 
the Housing and Home Finance Agency. The Compliance Division will conduct 
all criminal and administrative investigations required of the Agency and will 
be responsible for supervising the inspection facilities within the constituent 
agencies which are designed to assure integrity and effectiveness in program 
operations. 

Coordination of urban renewal activities.—In setting up the various programs 
within the broad urban renewal concept, the Housing Act of 1954 assigned fun 
tions to the Housing and Home Finance Administrator to assure the necessary 
degree of coordination at the Federal level in assisting localities in their efforts 
to eradicate slums and blight. These functions and responsibilities, some of 
which may not be delegated, are— 

(1) To determine whether workable programs submitted by communities meet 
the requirements of the act and to certify to the constituent agencies that Fed 
eral assistance may be made available for slum clearance and urban renewal 
projects, for FHA section 220 or 221 mortgage insurance, or for low rent public 
housing; 

(2) To certify as to the maximum number of dwelling units needed for reloca- 
tion of displaced families who would be eligible to rent or purchase properties 
covered by section 221 mortgage insurance; 

(3) To determine that the relocation requirements of the urban renewal pro 
visions of the act have been met ; 

(4) To determine the number of low-rent housing units needed in a communits 
to meet relocation needs of families displaced as a result of governmental action; 
and 

(5) To certify that a redevelopment or urban renewal plan conforms to a 
general plan for the community as a whole and that the necessary authority and 
financial capacity exist to assure completion of the plan. 

Slum clearance and urban renewal program 

The “Salaries and expenses” appropriation provides for the cost of staff 
assistance for necessary administrative operations of the slum clearance and 
urban renewal program. Four identifiable activities are included under this 
functional heading: 

Slum clearance program.—tThe slum clearance and urban redevelopment pro- 
gram refers to the original activitv authorized under title I of the Housing Act 
of 1949. The Housing Act of 1954 specifically permits all projects receiving 
financial assistance prior to its enactment to proceed as planned and this pre- 
serves work under way and the contractual arrangements in existence. It is 
estimated that going into the budget year, there will be some 275 projects under 
this part of the program—with some 150 in the planning stages and about 125 
in development. 

Urban renewal program.—The urban renewal program authorized by the Hous 
ing Act of 1954 is based upon a broader premise than the slum clearance pro 
gram. Under urban renewal, the community must demonstrate that it has a 
workable program and urban renewal plan that deal with the causes of slums and 
urban blight as well as the symptoms, and that aim to prevent the spread and 
recurrence of these conditions as part of a long-term plan for the locality. It is 
estimated that by the end of the budget year 225 communities will have qualified 
under this program and that about half will have initiated specific urban renewal 
projects. 

The urban renewal provisions of the Housing Act of 1954 represent a major 
step forward in the overall program of developing the opportunities for com- 
munities with the technical and financial assistance of the Federal Government 
to get at the problem of their slums. The staff to do this job has largely been 
assembled and must be retained and somewhat expanded as workload increases 
if the program is to move forward as planned. 
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Demonstration grant program.—The administrative expense appropriation 
iso provides for the conduct of the demonstration grant program authorized 
by section 314 of the Housing Act of 1954. This authority provides for grants 
to eligible public agencies up to two-thirds of the cost of projects designed to 
develop, test, and report upon improved techniques and preventing and eliminat- 
ing slums and urban blights. As an integral part of the overall urban renewal 
wtivity, a total of $5 million of the urban renewal capital grant contract au- 
horization and funds is reserved for this purpose. 

Urban planning assistance program.—tThe “Salaries and expenses” appropria- 
tion also provides for staff expenses for the urban planning assistance program 
authorized by section 701 of the 1954 act. This part of the statute authorizes ¢ 
program of matching grants to State, regional, and metropolitan planning agen- 
cies to assist urban planning in small communities and planning on a metropoli- 
tan or regional basis. The total authorized program for urban planning grants 
is $5) million under which approximately 100 or more communities and planning 
igencies will be assisted. 

Voluntary home mortaage credit program 

Title VI of the Housing Act of 1954 provided the authority for a unique 
experiment in cooperation between the Federal Government and private indus- 
try. The voluntary home mortgage credit program is designed to facilitate the 
flow of private funds for FITA-insured and VA-guaranteed home-mortgage 
loans into small and remote areas where there normally may be a shortage of 
local capital or inadequate institutional facilities, and into the financing of 
housing for minority groups without area limitations. 

The National Voluntary Mortgage Credit Extension Committee and 16 regional 
subcommittees are composed of representatives of the 5 major types of mortgae 
lending institutions, builders of residential properties and real-estate hoards, 
plus advisory representatives from FHA, VA and other interested Federal agen- 
cies. All members serve on a voluntary basis and are compeasated only for cer- 
tain traveling expenses. 

The Tfousing and Home Finance Administrator serves as Chairman of the 
National Committee and in accordance with the provisions of the statute pro- 

ides the national and regional committees with suitable office and meeting places 
and furnishes the staff assistance necessary to the conduct of the program. 

\ll of the regional subcommittees are in operation and encouraging progress is 
being Inade in placing loans. With private industry providing leadership and 
(direction on a voluntary and uncompensated basis, it is the responsibility of the 
Federal Government to continue to make available the necessary minimum of 
taff assistance. 

Keserve of planned publie works 

\dministrative expenses for the so-called third advance planning program, 
authorized by section 702 of the Housing Act of 1954, are provided from the 
“Salaries and expenses” appropriation. This program of interest-free advances 
to State and local public agencies for planning needed local public works was ini- 
tiated to encourage creation and maintenance of a reserve of planned public 
works which can readily he placed under construction should economic conditions 
intake such action desirable. 

This program is only getting started and workload will be much larger during 
the 1956 fiscal year. Unless the staff projected in the budget program is pro- 
vided, the program will be delayed. 


SALARIES AND EXPENSES 


Senator Magnuson. First, we have an item of “Salaries and ex- 
penses,” 1955 appropriations, $3,968,500. Your budget estimate for 
this year was $5.7 million. The House allowed you $4.3, which is 
$331.500 over the allowance for the 1955 budget, but you are $1.4 
million under the 1956 estimate and you are asking for restoration in 
that item of $1.4 million plus the supplemental of "$350,000? 

Mr. Coir. That is correct. 
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SUPPLEMENTAL ESTIMATE 


Senator Magnuson. The President has submitted a supplemental 
estimate for this appropriation in the form of an amendment to the 
budget estimate to increase it by $350,000. On that basis the budget 
estimate would now be $6,050,000 instead of the original amount of 
$5,700,000. The President’s request has been rec eived and pr pees 
Senate Document No. 41. We will include that in the record a 


point. 
[S. Doe. No. 41, 84th Cong., Ist sess. ] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES, TRANSMITTI 
ProposeD SUPPLEMENTAL ESTIMATE FOR 1956, IN THE AMOUNT OF $350,000 ror 
THE HOUSING AND HoME FINANCE AGENCY, IN THE FORM OF AN AMENDMEN) 
THE BUDGE! 


Tue WuHiIte House, Washington, May 2, 1955 
The PRESIDENT OF THE SENATE. ; 

Sir: I have the honor to transmit herewith for the consideration of the Cor 
gress a proposed supplemental appropriation for the fiscal year 1956, in the 
amount of $350,000, for the Housing and Home Finance Agency, in the form of a 
amendment to the budget for said fiscal year. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from 
the Director of the Bureau of the Budget, with whose comments and observaions 
thereon I concur. 

Respectfully, yours, 
Dwicur D. EIseninow 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET. 


Washington 25, D. C., April 27, 1955 


The PRESIDENT, 
The White House. 


Sm: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1956, in the amount of $350,000, 
for the Housing »nd Home Finance Agency, in the form of an amendment te the 
budget for said fiscal year, as follows: 


HovustinG AND HOME FINANCE AGENCY 


OFFICE OF TITE ADMINISTRATOR 


ret aa 
Budget — Origit 
page estimate 


Salaries and expenses $5, 700, 000 $6, 050, 000 
Limitation: Expenses of travel 291, 000 358, 100 


The proposed supplemental appropriation is necessary to enable the Housing 
and Home Finance Agency Compliance Division to recruit and maintain a suffi 
cient staff to (1) cope with the increased volume of new administrative wand 
criminal investigations, and (2) to eliminate the existing backlog of such cases. 

The proposed supplemental appropriation was not included in the budget le- 

cause at that time a decline in investigative workload was projected during the 

budget year. While it is still expected that this workload will ultimately decline. 
it now appears that it will not occur soon enougli to obviate the need for addi- 
tional funds during the fiscal year 1956. 

I recommend that the foregoing proposed supplemental appropriation be trans- 

mitted to the Congress. 
Respectfully yours, 
PERCIVAL BRUNDAGE, 
Acting Director of the Bureau of the Budyet. 
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PURCHASE OF MOTOR VEHICLES 


Senator Magnuson. You might explain this appropriation for the 
record. 

Mr. Cote. Our first amendment on this is about the purchase of the 
motor vehicles, Mr. Chairman. 

Senator Maanuson. That is included in that item ? 

Mr. Core. That is included in that item; yes, sir. For the past sev- 
eral years, Mr. Chairman, we have sought unsuccessfully to obtain 
language to permit the purchase of motor vehicles. The 1956 budget 
request contains language for the purchase of 33 motor vehicles, in- 
cluding 12 for replacement purposes. None of these vehicles which we 
are requesting would be stationed at locations where there are motor 
pools now operated by GSA. 

Senator Macnuson. They just testified this morning they expect to 
form other motor pools, and I suppose in that particular case you 
would then withdraw from that area as they form it ? 

Mr. Corr. That is true. 

I call your attention to the progressive reduction in the number of 
passenger motor vehicles which the Agency has had. In 1952 it had 
a total of 63. In March 31, 1955, there was a total of 19. This has 
occurred due to attrition through damage and deterioration. Frankly, 
the vehicles became so worn out the Agency was unable to operate 
them. The only other point with respect to it—these vehicles used 
are used primarily to inspect projects under the supervision of the 
Agency and therefore, if the Congress sees fit to decide that we should 
not have additional vehicles, we will naturally be required to carry out 
our responsibilities by using other means of transportation. It is my 
opinion, Mr. Chairman, that this item is an important one. 

Senator Magnuson. You are asking in that case for the restoration 
of language that the House cut out? 

Mr. Corr. That is correct. 

Senator Maenuson. All right. Your justification is printed in? 

Mr. Corr. Yes. 


TRAVEL EXPENSES 


Senator Magnuson. Then you come to travel, expenses of travel. 

Mr. Core. I will ask Mr. Frantz to comment on that. 

Senator Magnuson. You have a limitation in the House bill of 
$169,325, is that correct ? 

Mr. Frantz. That is correct, sir. It is my belief that that figure 
was arrived at in error by the House committee, Mr. Chairman, be- 
cause the general practice that the House committee used was to re- 
duce the figure for 1956 to the 1955 limitation. In our case, that figure 
omitted a supplemental appropriation made to us during the current 
year which, if it had been added, would have made a larger figure. 
The travel estimate also, Mr. Chairman, is affected by this $350,000 
supplemental. The amount that we are now requesting as a limitation 
in that appropriation item is $358,100. 

Senator Maanuson. And that would be included in your $1.4 mil- 
lion plus the supplemental ? 


_Mr. Frantz. That is a limitation within that appropriation; yes, 
sir. 
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Senator Maanuson. It is included and you are asking for that be- 
cause of the increased amount ? 
Mr. Frantz. That is correct. 


OFFICE OF ADMINISTRATOR 


Senator Magnuson. Now, the Office of Administrator. 

Mr. Core. Mr. Chairman, the budget estimate of $5.7 million was 
cut by the House to $4.3 million, a reduction of 25 percent or $1.4 mil- 
lion—an amount equivalent to some 200 man-years of employment. 
The 1956 budget was requested at a larger figure for two basic rea- 
sons—one, the cost on a full year basis of personnel being employed 
during the current year asa result of the new legislation in the Housing 
Act of 1954, and additional appropriations to carry out the functions 
provided for in that act in a supplemental. 


ADDITION AL PERSONNEL REQUIRED 


Senator Magneson. Why would the new act require more person- 
nel ? 

Mr. Cote. Mr. Chairman, the new act provides for a new approach 
to the problems of urban renewal—that is primarily the reason. 
There are some other revisions in it which require some additional peo- 
ple but primarily the new Housing Act provides for expanded ap- 
proach to urban renewal and slum clearance and redevelopment. We 

re proceeding now to face up to the problem of assisting the cities to 
help themselves to replan, redevelop, and redesign their cities. In 
doing that, Mr. Chairman, we ask them to present to us before they 
come to the Federal Government asking for grants and aids, we ask 
the cities to present to us what we call a workable program. By that 
[ mean a basic program in which the city will look at the entire prob- 
lem—the entire city as one problem, rather—to redevelop the blighted 
areas, to conserve the deteriorated areas, to clear out the slum and 
redevelop the slums, to set up codes and ordinances and to enforce 
health, sanitation, and fire standards. 


EXPANSION OF SLUM CLEARANCE 


Senator Magnuson. In other words, we put more duties on adimin- 
istration due to the slum clearance, the expansion of the slum clear- 
ance and the urban housing problem ? 

Mr. Coir. That is very true. I do not know whether the chairman 
would like to go into that further. 

Senator Magnuson. Then we gave you some more money ? 

Mr. Cotx. Some more money in addition to that. I would mislead 
the chairman if I said that was the entire reason for the increase—— 

Senator MaGnvuson. It is one of the reasons? 


OTHER NEW PROGRAMS 


Mr. Corr. One of the reasons, yes. One of the other reasons is that 
other programs were designated as the responsibility of the Agency. 
For instance, there was a demonstration grant program, an urban. plan- 
ning assistance program, a voluntary mortgage credit program and 
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a reserve for planned public works. All of these have additional re- 
sponsibilities, additional authorizations and, additional appropria- 
tions granted under the supplemental of last year. Now we then, 
therefore, have caused recruitment of personnel sufficient to begin these 
programs. We are in the beginning of the program. This personnel 
was recruited in order to round out the staff to handle the additional 
responsibilities, but if the amount allowed by the House committee 
were approved, we would be required to release a sizable number of 
those people and, therefore, in my judgment, we would not be able to 
carry out our responsibilities under the Housing Act of 1954. 

In addition to that, then, if we are just permitted to restore some 
of that, we think that we would not be able to continue all of our ae- 
tivities as authorized and directed by Congress. 

(The following information was submitted :) 


Comparison of 1956 budget estimates with going rate for authorized employment 


Salarie . -ublie 
ilaries Colleve I poms 

housing . 

penses gram loans 


and ex- 


Going rate, Apr. 29, 1955 $4, 607, 000 $409, 000 $300, 000 $49, 000 $5, 365, 000 
Additional increases authorized ____ 223, 000 16, 000 16, 000 | 255, 000 
Rate for presently authorized em- 
ployment____ 4, 830, 000 125, 000 300, 000 65, 000 5, 620, 000 
Additional funds, President’s budget, 1956. 870, 000 150, 000 10, 000 1, 030, 000 


1956 President’s budget 5, 760, 000 575, 000 300, 000 75, 000 6, 650, 000 
House bill__- , 300, 000 425, 000 300, 000 40, 000 5, 065, 000 
Reductions which House bill would re- 

quire: 
1, From presently authorized rate __-_-__| 530, 000 ; i 25, 000 555, 000 


| 


2. From 1956 budget 7 | 1, 400, 000 150, 000 35, 000 1, 585, 000 
' 1 | 


Senator MaGNuson. You are not taking on any new activities, you 
merely have expanded some activities in fields you were in before ¢ 

Mr. Cote. Mr. Chairman, that is almost correct. The voluntary 
home-mortgage credit is a minor activity from a cost standpoint with 
a small appropriated item. It is a new activity. Other than that, 
even FNMA, which has been reor ganized, it still has some of the s: ame 
basic responsibilities and so far as appropriations are concerned, 1 
still requires basic ethene to carry out its program. The 
urban renewal is really an expanded idea of slum clearance and rede- 
velopment. It is, we think, a very fine one which both sides of 
Congress agree with. By that I mean on both sides of the aisle we 
receive very favorable comment in Congress on this program. The 
urban planning grants is a new program as well. That is a program 
to assist small communities and metropolitan areas. 


EXTENSION OF TIME ON FNMA PAPER 


Senator Magnuson. What about the extension of 6 months for 
Wiping up that FNMA paper? The committee is reporting a bill 
out. 

Mr. Coir. As the chairman knows, the Agency did not feel that we 
could approve that legislation. 

Senator MaGnuson. I know that, but they are going to pass it out 
anyway. 
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Mr. Corr. IT am well aware of that. I must say this to you, that | 
personally am well aware of the hardship caused a number of people 
involved in this program. 

Mr. Chairman, administratively, the FNMA felt that once it opened 
up the door to permit the extension of a termination date in one pro- 
gram, then administratively the pressures would be on us in every 
other program which we undertake. 

Senator Magnuson. It would add to your work ? 

Mr. Cote. Without the slightest question. It also adds some admin- 
istrative problems. It can be done. The bill which was approved 
by the committee moves very far in the direction of alleviating the 
hardships which occurred under that. May I say, on the other hand, 
that some people that did not suffer hardship will gain advantage 
by it, but that is another problem. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Senator Magnuson. You point out here in connection with one of 
these new programs, the voluntary home mortgage credit: prograin, 
you say that it is a “unique experiment in cooperation between the 
Federal Government and private industry.” What about that? 

Mr. Coir. We are quite enthusiastic about the possibilities. The 
program is Just new. It is a voluntary program, carried out by the 


life-insurance companies, savings and loan, home builders, and real- 
tors. We staff and provide office space for it, and that is all. These 
lenders are attempting to—and are now—setting up procedures whicli 
will channel money from savings in areas where capital is plentiful to 
the more remote areas, and also to assist minority groups to obtain 


housing. We think it is a fine experiment which has great possibilities. 

Senator Macnvson. And you have these voluntary committees sery- 
ing w 7 compensation ? 

Mr. Cote, Without salary or compensation. 
pav the mileage of the regional members. 

Mr. Franvrz. Transportation and per diem. 

Mr. Core. Transportation and per diem, but not much of that has 
been requested. 

(The following information was submitted :) 


We have authority to 


Voluntary home mortgage credit program, regional committee directory 


Headquarters city 


Boston, Mass 


New York, N. Y 
Philadelphia, Pa 
Washington, D.C 
Charlotte, N.C 
Atlanta, Ga. 
Nashville, Tenn_ 
Cleveland, Ohio 
Chie>go, Il 
Minneapolis, Minn 
Kansas City, Mo-- 
New Orleans, La 
Dallas, Tex 


Salt Lake City, Utah~ 


| Portland, Oreg---- 


San Francisco, Calif 


Areas served 


Maire, Vermont, Connecticut, New Hampshire, M 
chusetts, Rhode Island, 

New York, New Jersey, Puerto Rico, Virgin Islands. 

Pennsylvania, Delaware. 

Virginia, Maryland, West Virginia, District of Columbia. 

North Carc lina, South Carolina. 

Alabama, Georgia, Florida. 

Tennessee, Kentucky. 

Michigan, Indiana, Ohio. 

Wiseonsir, Illinois, lowa, 


| Minnesota, Nebre ska, North Dakota, South Dakota, 


Kansas, Oklahoma, Missouri, Colorado, 
Arkansas, Louisiana, Mississippi. 


Texas, New Mexico. 


Wyoming, Utah, Montana, Idaho (south of the sout 
boundary of Idaho County and east of the eastern boun: 
of Idaho County). 


Washington, Oregon, Alaska, and Idaho (north of southern 
boundary of Idaho County and west of eastern boundary of 


Idaho County). 
California, Nevada, Arizona, Hawaii, Guam, 
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RESERVE FOR PLAN NED PUBLIC WORKS 


Senator Magnuson. What do you mean by “reserve for planned 
sible works” ? 

Mr. Coir. The Reserve for planned public works programs is the 
item which was requested to permit States and local public agencies 
io plan needed public works and put them on the shelf, so they can be 
built when they deem it appropriate within the general economic 
structure of the particular area of the country. When they do start 
ihe construction the advances are paid back to the Government. 

Senator Magnuson. I do not understand how you fellows get in this 
act. ‘There may be a good reason for it. 

Mr. Corr. I suppose, Mr. Chairman, the reason we are in it is that 
we have personnel that has the know-how and the understanding of the 
problem. It comes about due to the division called Community Fa- 
cilities Administration now. This Community Facilities Adminis- 
tratlon—— 

Senator Magnuson. Would that bea city ora State? 

Mr. Coir. City or State. 

Senator Magnuson. State public works would not be involved, 
would they ? 

COMMUNITY FACILITIES ACTIVITIES 


Mr. Cote. The States are authorized if State legislation permits it, 
or State laws permit it. Again, returning—if I may, just to close that 
one thought—the pe rsonnel within the community facilities, such 
as engineers and planners, the people who understand these kinds of 
programs are placed in this agency. They were placed there some 


timeago. They carry out such activities as the assistance to commun- 
ity facilities during the war, you may remember, Mr. Chairman, where 
the Government was loaning and granting money to cities and com- 
munities where the impact ‘of military installations was felt. This 
type of acitvity then is related to the jurisdiction and skill of the 
people inthe Agency. 

Senator Magnuson. You mean you still are trying to help plan in 
areas that even now where there was an impact of Federal activ itvy-—— 

Mr. Coir. That is practically terminated. 

Senator Macnuson. I was going to say practically terminated. 

Mr. Core. You were asking me why it was part of this Agency. It 
became a part of this Agen ‘y because community fac ilities, as such, 
ure related to housing, community development and the cities. 

Senator Magnuson. How would the State come in? I could not 
conceive of the States being involved in this. 

Mr. Core. It is merely authorized, Mr. Chairman, and I know of no 
States that are participating as such. 

Senator Magnuson. I can see where a community might in develop- 
ine maybe its own planned public works, highways, or approaches, 
or things, might be involved in a housing problem and how they might 
want to plan. that in relation to the whole transportation problem of 
an urban area, like you might plan i in your urban assistance. 

Mr. Corr. I suppose when Congress passed the law they thought 
maybe some States would like to take adv: antage of it. 

(See p. 557 for table of advances to State agencies later submitted.) 
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TOTAL PERSON NEL INVOLVED 


Senator Magnuson. Do you have anybody working on it? How 
many people do you have ? 

Mr. Frantz. Mr. Chairman, that is handled by the Community Fa 
cilities Administration staff, which also handles a number of ie 
programs. There is not a separate staff for that acticity. 

Mr. Corr. We can give you a breakdown of man-years utilized 
inthe proposed activity. 

(The information referred to follows :) 


Housinc AND Home FINANcE AGENCY, OFFICE OF THE ADMINISTRATO! 


1956 budget by activity 


Man-years 


Salaries and expenses 
Agencywide program coordination and supervision 
General ageney supervision 
Consolidated compliance activities 
Agencywide coordination of urban renewal activities__—- 


Subtotal. 
Slum clearance and urban renewal 
Voluntary home mortgage credit 
Reserve of planned publie works 


Subtotal, salaries and expenses 
College housing loons ‘i 2, v7 
Office of the Administrator, liquidating progr ams ‘ b 1), O01 
Public facility loans : . 75, OO 


Total, Office of the Administrator __. i ; 867. 6, 650, 006 


PROGRAM QUESTIONED 


Senator Magnuson. I do not say this program is improper, it ma) 
be perfectly all right, but you can bet that there will be some questions 
asked as to what you are doing in this field, and I think we ought to 
be ready to answer them. 

Mr. Corn. Mr. Hazeltine, would you like to comment upon that? 
Mr. Hazeltine is Community Facilities Commissioner. 

Mr. Hazevrine. I would first like to comment, Mr. Chairman, that 
the reason for the placing of this in the Community Facilities Ad 
ministration is due to the fact that we have regional offices which for 
vears have had the engineers and financial analysts and legal people 
for the purpose of looking into this type of thing. There have been 
two programs similar to this in the past which we have handled. 

Senator Magnuson. Go ahead. 

Mr. Hazevrine. The first and second advance planning programs 
were also handled by the Communities Facilities Administration, 01 
its forerunner. This third one which came into being last year is for 
the purpose of continuing this reserve of planned public works for the 
purpose of stimulating construction throughout the United States. 

Senator Maanuson. Well, it is true that Congress in 1954 author- 
ized $10 million for this purpose in the Housing Act for advance to 
public agencies for planning of needed public works to be constructed 
without Federal assistance, but I think what we intended there—I 
may be wrong—they did not speak of public works in its literal sense. 
they talked of a community where you might have roads or things 
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of that kind, but I could not conceive of the great bulk of public works 
having anything to do with housing in particular. 

Mr. Corr. It does not, Mr. Chairman, except as it relates to the 
communities. 

Senator MaGnuson. As it relates to what you might call a well- 
planned community ; is that what you mean ? 

Mr. Core. That is true. The projects are predominantly sewer and 
water. 

Senator Magnuson. You do not have many people on that; do you? 

Mr. Coir. No. 

Senator Magnuson. You only do it if asked to do it / 

Mr. Cork. Right. 

Mr. Franz. Mr. Chairman, so the record will be quite clear, we 
do not have any people who work on the public works themselves at 
all. We have nothing to do with the construction side of it. 


PUBLIC WORKS PLANNING 


Senator Magnuson. But supposing a community came in to see you 
people and said, "We are planning to do this, and this, and this, and 
we would like your help” on the overall planning, then somebody in 
your group would sit down with them and see what they could plan / 

Mr. Franz. Yes. 

Mr. Hazevtinr. We would merely investigate the eligibility and 
necessity of the plan proposed. If the planning had been started 
prior to the time they came to us it would not be eligible. 

Senator Magnuson. Here is what I do not get through my head, 
why would you investigate the eligibility when these are programs 
which have no Federal assistance / 

Mr. Hazevrtine. The eligibility referred to is the fact of whether 
or not this proposed project will be furthered to complete construc- 
tion if we advance money without interest for the preliminary plan. 
In the last two planning programs, many of the projects never came 
to fruition. This time we investigate them much more closely and 
determine that there is some reason, some basic necessity for the con- 
struction which the public body wishes to plan. Then we advance the 
money. 

Senator Magnuson. But if a city plans a public works project and 
thev are not going to get money from the Federal Government, why 
sould they come back here / 


ADVANCE PLANNING 


Mir. Hazevrine. Cities and counties, and other public bodies, are not 
permitted by law to expend money which they do not have in their 
treasuries at the time for planning for construction in the future. 
For that reason, we do not call this a loan, but we call it an advance and 
it carries no interest. 

Mr. Magnuson. They pay back? 

Mr. Hazevrine. They pay back when they sell their bonds for the 
construction and then have money in their budget for the purpose of 
planning. The planning that we permit them to do merely forwards 
the possibility of construction becoming possible in the future, rather 
than stopping it because they have no money to start the preliminary 
original plans; that is the basic conception of the advanced planning. 
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Senator Macnuson. In my State if the State is going to build some- 
thing, the State or city council appropriates money for the planning, 
if there is no Federal assistance. They hire engineers or somebody, or 
perhaps their own engineering to perfect the plans. . 

Mr. Corr. This permits them to do it, Mr. Chairman. 

Senator Magnuson. This permits them to come to you if they want 
to and we authorized $10 million. How much have you been appro- 
priated ? 

Mr. Hazevrine. $1.5 million. 

Senator Macnuson. You have that amount? 

Mr. Hazrevtrne. We have that amount. 

Mr. Maanuson. How much of that is included in this item ? 

Mr. Frantz. Are you looking at the appropriation request? 

Senator Magnuson. Yes. 

Mr. Franvz. The appropriation request was for the balance of the 
authorized $10 million, which would be $8.5 million. 

Senator Magnuson. Is that included in here? 

Mr. Franrz. The House allowed $2.5 million. 

Senator Magnuson. Where is that, in salaries and expenses? 


AMENDMENT AND JUSTIFICATION 


Mr. Frantz. No, sir, I believe it is the next amendment in that 
group. headed “Reserve for Public Planned Works.” 
(The information referred to follows :) 


RESERVE OF PLANNED PUBLIC WoRKS 
(Estimate, $8,500,000; proposed by committee, $2,500,000; in act, $2,500,000) 
(House hearings, pt. 2, p. 1410) 


Page 22, line 15, strike out the figure “$2,500,000” and insert in lieu thereof 
“$8,500,000,” the estimate, an increase of $6 million above the amount allowed 
by the House committee. 

HOUSE REPORT 

(No pertinent excerpts. ) 

JUSTIFICATION 


Section 702 of the Housing Act of 1954 authorized a 3-year program, beginning 
July 1, 1954, of interest-free advances to State and local public agencies for 
planning needed public works to be constructed without Federal assistance 
Appropriations of $10 million were authorized and the Supplemental Appropria 
tion Act, 1955, appropriated $1.5 million to start the program. 

The program was initiated to encourage creation and maintenance of a reserve 
of planned public works which can readily be placed under construction should 
economic conditions make such action desirable. A corollary objective is to 
attain maximum economy and efficiency in the planning and construction o! 
public works. 

The budget program submitted to the Congress contemplated that the remaining 
$8.5 million authorized would be appropriated in fiscal 1956 to permit the con 
tinuation of the program for the 2 additional years provided in the statute. One 
third of the authorized program funds were to have been reserved for the third 
year of the activity in fiscal 1957—although available for use at the direction of 
the President in the event of changed economic conditions, or a change by legisla 
tion in the concept and scope of the program. 

In the state of the Union message and the economic report, the President 
recommended that the program for advance planning of non-Federal public works 
should be expanded and be made a permanent program. Legislation to put these 
recommendations into effect has been introduced in both Houses of Congress. The 
appropriation of the full amount of the budget estimate, as requested herein, 
would permit the existing limited program to move ahead as planned and would 
facilitate a prompt transition to the proposed expanded program. 





1e- 
ng, 


or 


int 


ro- 


the 


hat 


reot 


wed 


ning 
, for 
nce. 
pria- 


erve 
ould 
Ss TO 


n ol 


ning 
con- 
ne 
third 
yn of 


risla- 


ident 
rorks 
these 

The 
rein, 
rould 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 189 


Senator Macnuson. Well, I think apparently we put you people 
in this field all right. 

Mr. Cone. Part of the reason—I think the basic reason—was this 
type of thinking: that the work should be planned sooner. The basic 
nirpose for the advance planning for public works was to provide a 
shelf of public works should economic conditions change to such an 
extent that the locality would desire to build them. 

Senator Magnuson. Of course, that is a philosophy I never could 
understand—that we have to have a depression to build publie works. 
I think we ought to build them when we do not have one, to stop it. 

Mr. Cone. This oper ration does that very thing. 

Senator M " nuson. I would think this operation might be helpful. 

Mr. Coir. I did not mean to indicate that it was solely used either 
in a depression or in a declining economic situation. 

Senator Macnuson. No, but the tendency with public bodies is, 
venerally speaking, because of their problems with their own budget, 
to let. publie wor ks go and then when something happens, or economic 
conditions slow up, then to push the public works projects. Some- 
times in these cases, if they pushed them before it happened, it would 
not have happened. Now, you are in that field and you have it here 
on the next page. 

HOUSE ALLOWANCE 


Mr. Frantz. Yes,sir. The House allowed $2.5 million—— 

Senator Magnuson. And youare asking for how much ? 

Mr. Frantz. $8.5 million, or an increase of $6 million. 

Senator MaGnuson. You are asking for $6 million for that purpose ? 

Mr. Frantz. That is right. 

Senator Magnuson. Which would be the balance of the $10 million 
authorized ? 

Mr. Frantz. That is correct. 

(The following information was submitted :) 


Appropriations for reserve of planned public works 
Stututory authorization (Housing Act of 1954, Public Law 560)___-_ $10, 000, 000 
Ap propr iated fiscal year 1955 (Supplemental Appropriation Act, 
FOG: ee SWE ND este ie Sake aorta demas tae 1, 500, 000 


President’s budget fiscal year 1956_.........____--_- Sh ene eee 8, 500, 000 
Approved by House, H. R. 5240_ 2, 500, 000 


Restoration requested in Senate. a ee ee ee, reli eee ee 6, 000, 000 


Senator Magnuson. What would you use the $6 million for? Would 
it be just personnel ? 

Mr. Franz. Oh, no. 

Senator Magnuson. The personnel would come under your salaries 
and expenses that would be used for this purpose ? 

Mr. Frantz. That is correct. 

Senator Macnvuson. But the $6 million, as I understand it, would 
he used to make these advances if you deemed them desirable ? 

Mr. Frantz. That is correct. 

Mr. Cote. Under the criteria provided by the statute. 

Senator Magnuson. Under the criteria, That would be merely a 
loan fund ? 

Mr. Corr. An advance fund. 
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Senator Magnuson. An advance fund, but the work that is to be 
done by your administrative group is covered under salaries and ex- 
penses ¢ 

Mr. Frantz. That is correct. 

Mr. Coir. That work is to prepare the contracts and so on. 

Senator Magnuson. I know, but none of the $6 million would be 
used for that / 

Mr. Franz. That is correct. 

Senator Magnuson. I think we have discussed your justifies ition on 
that. I could not understand how they were in this field, Senator Pot- 
ter—planning public works for cities and States, helping them plan 
their public works program of projects in which there is no Federal] 
assistance. 

Senator Porrer. What is the explanation ? 

Senator Magnuson. Because in the 1954 act, we authorized $10 mil- 
lion for them to do that. 

Senator Porrer. We are surprised at times at the legislation we 
ASS. 

Mr. Hazeurinr. We do not do the planning after we have made 
this advance. They hire their own engineers or get their consulting 
engineers to do that work. The advance is merely made after we 
cetermine that there is a reasonable probability that this work will go 
forward so that we can get our advance back. 

Senator Magnuson. Yes. I come in to you with a project and | 
say, “We would like to go ahead with this and the city 1s going to 
issue bonds and this fits into the planning of the thing.” So you ad- 
vance them a little money so they can get going in their planning / 

Mr. Hazevrine. Yes, sir. 

Senator Magnuson. After they do issue the bonds, you get paid 
back ? 

Mr. Hazevrine. Yes, sir. 


REVOLVING LOAN FUND 


Senator Magnuson. So this is really in the nature of a revolving 
loan fund ¢ 

Mr. Hazevtine. Yes. 

Mr. Franvz. It does not revolve, however, Senator. 

Senator Magnuson. Then it goes back to the Treasury when they 
pay back ¢ 

Mr. Franrz. Yes, sir. It would be put on a revolving fund basis 
by legislation which has been introduced at this session and is before 
the B: anking and C urrency Committee. 

Senator Magnuson. 1 would think it would be better to have a 
revolving fund. 

Mr. Cots. We think that, if we are going to have a program. 

Senator Magnuson. Then you keep moving, because this is a small 
amount of cost of the public works itself. 

Senator Porrer. It would be a continuous appropriation item as 
far as you are concerned ¢ 

Mr. Frantz. That is correct. 

Senator Magnuson. You need a change in legislation to make 
revolve ? 

Mr. Frantz. Yes, sir. 
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(The following information was submitted :) 
URBAN PLANNING GRANTS 
(Estimate, $4,000,000; proposed by committee, $2,000,000; in act, $2,000,000.) 


(House hearings, pt. 2, pp. 1376-1377) 


Page 22, line 19, strike out the figure “$2,000,000” and insert in lieu thereof 
“$4 000,000", the estimate, an increase of $2 million above the amount allowed 
by the House Committee. 

HOUSE REPORT 

(No pertinent excerpts. ) 

JUSTIFICATION 


section 7OL of the Housing Act of 1954 authorized a program of matching 
grants to State, regional, and metropolitan planning agencies to assist urban 
planning of small communities and planning on a metropolitan or regional basis. 
Urban planning assistance may be extended to help finance such activities as 
surveys, land-use studies, and the preparation of urban-renewal plans, but no 
assistance may be granted for the planning of specific public works. 

The act authorized $5 million of appropriations for urban planning grants 
and the Supplemental Appropriation Act, 1955, appropriated $1 million to start 
the program. The 1956 budget estimate contemplates the appropriation of the 
remaining $4 million of the authorization. 

In addition to the direct planning assistance which will be made available 
under this program, it is anticipated that it will have the indirect effect of 
strengthening existing State planning assistance programs and encouraging 
the establishment of such State agencies in those jurisdictions where they do 
not now exist. <A similar result is expected in the field of metropolitan and 
regional area planning. 

The budget program as submitted to the Congress contemplated the approval 
of 20 contracts with Sta e planning agencies and 25 contracts with metropolitan 
or regional planning agencies during fiscal 1956. These contracts would have 
the objectives of developing plans to correct conditions of poor urban growth 
or to assist in planning for future growth and development under sound com- 
munity plans—on a community, metropolitan, or regional basis. 

It is only with an adequate amount of program funds that the urban planning 
assistance program can be expected to make an important contribution to the 
urban-renewal program or to provide significant planning assistance to com- 
munities under 25,000 population, and to planning for metropolitan and regional 
areas. This request for restoration of the budget estimate for urban-planning 
grants is in recognition of these facts. 


URBAN PLANNING GRANTS 


Senator Magnuson. Now we are down to “Urban planning grants, 
in which you are asking for the restoration of $2 million. 

Mr. Corr. Yes. I would like to have Commissioner Follin speak 
on that. 

Senator Magnuson. For the record I would like to state that last 
year you had $1 mililon, the budget estimate you have this year is for 
$1 million, the House allowed you $2 million, and it is still $1 wailtice 
over the last year’s appropriation, but minus $2 million from your 
budget estimate, and you are asking for restoration of $2 million / 

Mr. Frantz. The amount authorized in section 701 is $5 million, 
Senator, and the budget request is for the appropriation of the balance 
of the authorization. 

Senator Magnuson. You had $1 million ? 

Mr. Frantz. $5 million authorized and $1 million appropriated. 

Senator Magnuson. You are asking for the $4 million ? 
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Mr. Core. I would like to have Commissioner Follin, Urban Re- 
newal Commissioner, speak on that. 

Mr. Foun. Senator, the Congress in passing the 1954 act recog 
nized the fact that many localities are not able to undertake urbay 
renewal or urban redevelopment projects because they have not done 
the basic urban planning, or city planning, which is required. [be 
fore you can determine what is the best way to redo an old neigh. 
borhood you have to know what is the plan for the development of ihe 
city as a whole over the next few years, and you want to be sure thiat 
you do not get in the way of some public improvement that has to be 
made. Our experience with small towns below 25,000 has been thiat 
they had not done the basic planning and, therefore, it took a long 
time to bring them up to the point where they could be given a grant 
for urban redevelopment. Also, there is a need for doing planning in 
regional or metropolitan areas to get at the fringe growth which has 
been a large problem in the bigger cities, particularly. So the Con 
gress, in the 1954 act, authorized $5 million for that purpose. Now, 
$5 million itself is not a great deal when you divide it over 48 States 
and then redivide it between the cities in the populous States. It 
leaves a very little bit for each city below 25,000 population. For 
large cities, like Detroit, which have a real regional problem, the share 
is equally small. Making the first million dollars available got us 
started in getting applications in. We are not able to grant all re- 
quests because of the present million-dollar limitation. It is pretty 
difficult to administer the fund equitably unless we have most of the 
$5 million available, because we must have a limitation administra 
tively on how much one State can take. Some States which are not 
able now to take up the grants, because they do not have appropriate 
State legislation to permit their cities to do so, are passing enabling 
acts and getting ready to request funds. We think we can do a much 
better job of aiding those cities if we have the entire $5 million 
available. 

EXTENT OF GRANTS 


Senator Magnuson. What do vou mean by “grant’? How much 
do you grant ? 

Mr. Forni. Fifty percent. 

Senator Magnuson. It is a 50-50 matter? 

Mr. Forum, A 50-50 matter. But we now have only $1 million 
appropriated, from the special or supplementary appropriation. last 
summer, and if this appropriation should pass with only $2 million 
more, we will be in a difficult position of dividing $3 million among 
those now ready to apply and trying to save something for those 
States which have authorizing legislation pending or will seek such 
legislation in their next session. We can tell you that we will not 
go beyond the $5 million that the Congress authorized us, and if you 
will give us the remaining #4 million now, we can reach a distribution 
among the various States which will be equitable and we can carry 
out the purpose of the legislation better, 

Senator Maanuson. Is it only for States? Is it not cities too? 

Mr. Fotirn. For the small cities, for those below 25,000, the assist- 
ance has to be given through a State planning agency. In other 
words, we do not deal directly with the small city of 25 000, 
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STATE PLANNING AGENCY 


Senator Porrer. You deal with the State planning agency ¢ 

Senator Magnuson. Suppose there is not a State planning agency 
in the State and the city wants money 4 

Mr. Foutirx. We cannot honor their requests until their State legis- 
lature provides the way through a State planning agency. 

Senator Magnuson. All States do not have a State planning 
agency ¢ 

Mr. Foiuix. No, sir; they do not. 

Senator Magnuson. This, as I understand, is only for housing? 

Mr. Fouuin. No; this is only for basic city planning. This is only 
for planning to take care of basic needs. 

Senator Magnuson. What is the duplication between this and the 
other one; the public works planning ? 

Mr. Foutuin. This, sir, is your general plan for the entire city, 
showing highways, land use, public improvements, the framework 
on which you hang these individual projects to which Mr. Hazeltine 
can advance planning, or design funds. 


MASTER PLAN 


Senator MaGnuson, It is the master plan ¢ 

Mr. Fo.uin. The master plan, that is fine. I was not using that 
term: expressly, but since you have, yes. You can make the master 
plan and then you hang these other projects on it. 

Senator Magnuson. Then he comes with his public road or build- 
ing and hangs it on? 

Mr. Foti. That is right. Mr. Chairman, to show you that cities 
are interested in these things, I just came from the State of Michigan, 
Senator Potter. 

Senator Porrrer. After being in Michigan it is hard to leave. 

Mr. Forur. I was there yesterday and at the airport a few hours 
ago I ran into Mr. Weeks, who tells me that Michigan is hoping to 
use some of this urban planning money, but has not done so yet. 

Senator Porrer. What would Michigan’s share be under this? 

Mr. Foritx. We have tried to assign money to each State in pro- 
portion to the number of small cities it has that might be eligible, and 
to the number of large cities that might want regional planning. 


DETROIT PROJECT 


Senator Porrer. I would imagine around the city of Detroit you 
would have many ? . s 

Mr. Forty. We have an application now from the regional plan- 
ning setup in Detroit which wants to use some of this money. We 
shall be embarrassed, I am sure, if we do not have the full appropri- 
ation. 

Senator Porrer. If Detroit does not get that, I will be embarrassed. 

Senator Magnuson. What about a county planning commission ? 
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COUNTY PLANNING COM MISSIONS 


Mr. Fouurx. A county planning commission is all right, if it is a 
metropolitan area, that is, if there isa city in the middle ‘of the county 
and generally there is; for instance, Pontiac in Oakland County. 

Senator Magnuson. Out in my country I think we have a King 
County Committee which would embrace Seattle. 

Mr. Foriin. If they are doing a metropolitan job, which includes 
the area around the city, they would be eligible. ; 

Mr. Corr. It is an attempt, if 1 may interrupt a moment, it is an 
attempt to meet at least partially, this problem of suburban areas and 
to mold them into the planning of the entire community. 


Mr. Foruin. It isa very desirable : approac sh. 
Mr. Frantz. I might just add, Mr. Chairman, that the authorizing 


legislation on this program specifically excludes individual public 
works, so there cannot be any overlapping between the two. 
Senator Magnuson. I see. 


AUTHORIZATION 


Senator Porrer. The authorization is for 35 million, 

Mr. Frantz. $5 million. 

Senator Magnuson. It was for $5 million under the act. 

Senator Porrer. Of which $1 million has been appropriated ; is that 
right ? 

Mr. Foti. Yes, and it is difficult to operate without the entire 
appropriation. 


(The following information was submitted.) 


Ippropriations for urban planning grants 


Statutory authorization (Housing Act of 1954, Public Law 560) $5, 000, OU 
Appropriated fiscal year 1955 (Supplemental Appropriation Act, 1955, 

Public Law 663) a Mk sain : 1, 000, 000 
President’s budget, fiscal year 1956___- : ; 4, OOO, O00 
ee ved by House, House Resolution 5240 2, OOO, 000 

festoration requested in Senate__ : ; : ; 2, 000, 000 

Senator Magnuson. You are just getting st: laid with this? This 
is anew program / 

Mr. Cotr. Very true. 


CAPITAL GRANTS FOR SLUM CLEARANCE 

Senator Magnuson. All right. W e will go on to “C apits ul grants 
for slum clearance and urban renewal.” You got $39 million last year. 
The budget recommended $60 million and the House allowed you S60 
million, but that is a plus $21 million. Sometimes, as I said this morn- 
ing, we work in reverse over here and we want to know what that 
$21 million increase is for. We may want to cut that out. 

Mr. Cole, Mr. Follin, will you comment on that ? 

Senator Magnuson. It is an additional $21 million which they gave 
you for capital grants for slum clearance and urban renewal. 

(The following information was submitted. ) 
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Capital grant appropriations and disbursements (dollars in thousands) 


{ppropriations 
Fiseal year 1953__- ‘ j __ 8,000 
Fiscal year 1954 ’ (a oteeosiats Fe>. 20, 000 
Fiscal year 1955 39, 000 


Total appropriations____~ 67, 000 
Less: Disbursements 
Fiscal year 1953___- 
Fiscal year 1954___- 
Fiscal year 1955 (thru 


Total disbursements___---~_______- . = } _. 25, 796 
Less: Disbursements authorized___— ~~ a 14, 159 
Balance of appropriations (April 30, 1955) - oi a cae epee alae 27, 045 
Mr. Fouuin. Senator, we believe that this money will be requested 
by the various cities entitled to it under the capital grants contracts, 
because we are now following a plan of making partial capital grant 
payments. In other words, initially this program started out making 
capital grant payments only when the project was completed. How- 
ever, the cities requested so strongly that we should put the money in 
as they put their money in—as they went along in the project—that 
we now have a program under which capital grants may be earned 
is the money is spent by the city in carrying out the project. We 
believe that the amount of money that we have asked for is the amount 
that will be needed to meet the progress payments earned by the cities. 
Senator Magnuson. These are all title I/ 


TITLE TI GRANTS 


Mr. Fornin. Title I grants; yes, sir. 

Senator Magnuson. That is 50-50 ? 

Mr. Fourin. Two-thirds to their one-third. 

Senator Magnuson. You have disbursements which are expected 
to include final payments for 22 projects / 

Mr. Four. Yes, sir. 

Senator Magnuson. Including partial payments for additional 66 
projects / 

Mr. Fouuin. Yes, sir. You see, it is mostly payments on partial 
completion of projects. 

Senator Magnuson. You think this will be needed this year? 

Mr. Foutuin. Yes, sir. Our estimates indicate that that amount will 
be required under this new process of payment. 

Senator Magnuson. Then you have additional payments in former 
Federal grants for urban renewal purposes which projecting into 1956 
is in the amount of $2 million in connection with the demonstration 
projects under section 314 ? 

Mr. Foun. Yes, sir: that is a special provision of the 1954 act. 

Senator Magnuson. What are you doing there ? 

Mr. Fotirn. That provision set up funds that we would give to the 
cities on the two-thirds grant basis to develop techniques of carrying 
out urban renewal, especially urban rehabilitation which is a new 
angle of our program, to try out new ways of doing it, of demonstrat- 
ing how it can be done and reporting those results so they can be 
passed on to other cities. It was a special part of the 1954 act. 
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Senator Magnuson. You pick out a certain place to do that and 
then take the results, and if they work, apply them elsewhere / 

Mr. Foun. That is right. In other words, this is almost a brand 
new field. No one has done rehabilitation on this broad a field before. 

Senator Magnuson. You want $2 million for that ? 

Mr. Fouurn. Yes, sir. You understand we have an authorization 
of $5 million in the program ? 

Senator Magnuson. That is included in the $21 million plus? 

Mr. Fouurn. Yes. 

Senator Magnuson. Or the 60 total ? 

Mr. Fouurn. Yes. 


TOTAL GRANTS 


Senator Maenuson. Your capital grants for the slum-clearance 
projects you estimate will be $53 million. The capital grants for 
urban renewal projects is $5 million and your demonstration grants 
$2 million, making it a total of 607 

Mr, Four. Yes. 


FBI INVESTIGATION OF FHA 


Senator Magnuson. Now, you have reimbursement to the Federal 
Bureau of Investigation and that is zero, is it not ? 

Mr. Franrz. That was a one-time appropriation, sir. 

Senator Magnuson. What was that for ? 

Mr. Corr. That was to reimburse the FBI for the work which they 
did in the special investigation of FHA. 

Senator Macnuson. Did not C ongress do that ? 

Mr. Cote. Sir? 

Senator Macnuson. Was not Congress mixed up in that? 

Mr. Corie. The Senate had an investigative group. 

Senator Magnuson. This is what you did as an agency? 

Mr. Coxe. This is what we did and the FBI. 

Senator Magnuson. I say, as an agency you did it ? 

Mr. Corr. Yes. 

Senator Magnuson. They loaned you people, is that correct ? 

Mr. Corr. No; the FBI does not lend its people in that fashion. 
As the investigation proceeded we, in our special investigation—when 
I say “ours,” I mean investigation carried on by me under the instruc- 
tions of the President—we developed facts which we then presented 
to the Department of Justice and then, of course, to the FBI. The 
FBI then carried on their investigations of the facts we presented to 
them. This was a reimbursable item for the expense which they 
undertook. 

REIMBURSEMENT TO FBI 


Senator Porrer. Why should that be a reimbursable item ? 

Senator Magnuson. That is what I do not understand. 

Mr. Frantz. Senator, the situation was that, by request, the FBI 
assumed jurisdiction of investigations under section 1010, which they 
had previously not done and which had not been provided for in 
their current year’s budget. Therefore, at their request we sought 
an appropriation to reimburse them for the added workload which 
they had taken on at our instigation, in substance. That has been 
submitted in the 1956 budget of the FBI and therefore is not repeated 
this year. 
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Senator Magnuson. Well, they did not ask for this money in their 
budget? Should they not have asked for it, or did they not antici- 
pate it? 

Mr. Frantz. They did not anticipate it. 

Mr. Corn. That is correct. 

Senator Magnuson. They are asking for $500,000 more in the 
Department of Justice budget to continue this investigation, or what? 

Mr. Cotr. No; not to continue the investigation, if I may attempt 
to clarify it. Section 1010 relates to alleged criminal acts respecting 
the FHA. Heretofore, or prior to the investigation of FHA the FHA 
itself carried on these investigations, or had the responsibility for 
doing so. When the matter came to my attention, I took it up with, 
and talked with, the Department of Justice. We came to the conclu- 
sion that criminal investigations involving criminal violations was a 
primary responsibility in this field of the FBI and, therefore, I entered 
into an agreement with the Department of Justice that the FBI would 
undertake this type of investigation under section 1010. I felt that 
criminal investigation should be done by a completely disinterested 
agency. We felt that the FBI was the proper facility to carry out that 
matter. 


POLICY ON REQUESTS FOR FBI REIMBURSEMENTS 


Senator Magnuson. The only thing that bothers me here—I am not 
questioning the investigation or the added work they did on this mat- 
ter. but if vou are going to pay them for that work or reimburse them, 
then any other agency that wanted similar work done would have to 
do the same thing. Pretty soon they would appear before us with no 


budget at all because of being called on every time and the agency 
would say, “We need money to pay the FBI,” and that would foul up 
the Appropriations Committee. 

Mr. Corr. I would agree with you as a matter of principle for all 
agencies in a permanent operation. This was an operation which devel- 
oped suddenly, which I felt was of grave importance and was quite 
anxious that the FBI handle it. 

Senator Magnuson. But for instance, the Civil Service has called 
upon the FBI in the past few years for all kinds of work that normally 
would not be done there, but the FBI will ask for the additional money 
to cover the additional men to do this work. I think this would 
establish quite an unusual precedent, in my opinion. 

Senator Porrer. Is it planned for the FBI to continue this type of 
investigation ? 

Mr. Cor. Yes. 

Senator Porter. Is that going to be an item which you are constant- 
ly going to have to reimburse them for, or just the initial investiga- 
tion ? 

Mr. Cots. The initial and beginning work on their part. 

Senator Porrrer. From here on it will be a budgetary item for the 
Department of Justice? 

Mr. Corr. Right. 

Mr. Frantz. That is right, Senator. 

Senator Magnuson. They are in charge of all criminal violations of 
Federal law, possible violation of Federal laws? 
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Mr. Coir. That is correct, Mr. Chairman, but you will find some 
exceptions to it throughout the Government, I understand, Senator 
Magnuson. I think that as a matter of policy there are some places 
where the FBI has not entered into the field. The agency itself has 

gone ahead and made the investigation and then would turn over to 
the Attorney General what facts they found for possible criminal 
violations. 

We have that same problem, Mr. Chairman, and it is an important 
one, that the Commissioners operating their programs, the PHA, 
FELA, all the rest of the Commissioners operating their programs, 
have facilities to investigate complaints to correct ‘them administra. 
tively, you understand. There are many things that must be done 
audminstratively for the agency to carry out its responsibilities, but 
we feel that as to the criminal aspects of the FHA cases, that the FBI 
was the responsible agency to carry it out. 

Senator Maanvson. Yes, but the point I make then is they should 
come in and say that. you have submitted to them possible criminal 
violations and that is going to add extra work for the FBI and, there- 
fore, they need this extra half million appropriation rather than to 
appropriate it to you to reimburse them. 

Mr. Core. As a permanent budgetary procedure, that will now be 
carried out. May Ladd one more thing? 

Senator Magnuson. In other words, you suggest that this is the 
last time you will do this? 

Mr. Coie. Yes. It is not in our budget at all. 


AMOUNTS RECOVERED 


Senator Magnuson. How much did they catch with the $500,000 / 

Mr. Coir. That is a matter which I do not know. 

Senator Magnuson. How much money have you collected back ? 

Mr. Coir. Tas the Agency ? 

Senator Magnuson. Yes; voluntarily or otherwise. 

Mr. Corr. Mr. Meistrell, General Counsel of FHA, could speak 
tothat. 

Mr. Metstreti. In connection with the 608 program, we have had 
actually paid off on mortgages in excess of $1 million. 

Senator Magnuson. That is on the so-called wind falls ¢ 

Mr. Mertsrreti. That is correct. 

Senator Magnuson. That is not the mortgage payment itself / 

Mr. Meistrets. This is in connection with windfalls. We have $1! 
million in conference negotiations at the present time out of which we 
expect to obtain very shortly about $5 million voluntarily paid off on 
mortgages. 

Senator Magnuson. You say you have collected $1 million / 

Mr. Metsrretn. In excess of $1 million actually paid off and $11 
million in conference settlement. negotiations at. the present time of 
which we are very confident of $5 million being paid off reasonably 
soon, and we may have to commence litigation with respect to the 56 
million. 


LITIGATION 


Senator Magnuson. You have started some litigation ¢ 
Mr. Meisrreti. We have started substantial litigation. 
Senator Macnuson. I think I read about it in the paper. 
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Senator Porrer. You mentioned that you have about $11 million 
tied up in conference negotiations / 

Mr. Meisrrevy, Tied up in conference negotiations presently. 

Senator Porrrer. Is that negotiation between you folks and the con- 
tractors ¢ 

Mr. Meisrre.ti. Generally the negotiations are between the builders 
aid sponsors and FHA. We have also prepared cases for litigation 
and sent them to the Justice Department, some of which have already 
been in litigation, and others are Lefore grand juries or in the process 
of commencing civil suits. 

Senator Porrer. What has been your experience in these negotia- 
tionsé Have the people who received the benefit from the so-called 
windfalls been willing to negotiate ¢ 

Mr. Metstrei. Well, that is a rather difficult question, Senator, to 
veneralize upon. In many instances we have had very little difficulty 
in adjusting our differences. In others we have had serious legal ques- 
tions involved, and in other instances we have had a flat refusal to make 
any attempt at settlement. It depends largely on the facts involved 
in each case. 

Senator Porrer. In your cases that require litigation, on what 
grounds does that proceed normally ¢ 

Mr. Meistre.it. We have some that we prepare for criminal prosecu- 
tion, such as fraud, misrepresentations. 

Senator Magnuson. That would not get you your money back ? 

Mr. Meisrrevu. No. 

Senator Macnuson. I should not say “your” money—it would not 
get the money 4 

Mr. Meisrretyi. That is right. As you know, we simply insure the 
loan. In the civil cases, we have had negotiations with respect to land 
values, contracts, architects’ fees, builders’ fees and various elements 
that have gone into making up the total. 

Senator Porrer. As a result of the investigation initiated by Mr. 
Cole, your administrator, and also by the hearings by the Banking 
and Currency Committee, has that practice stopped : of windfalls? 

Mr. Metsrre.i. Senator, as you know, the 608 cases arose under an 
act which expired in 1950 so there have been no further constructions. 

Senator Porrrer. So it has not been possible to have construction 
windfall cases come up again; is that right? 

Mr. Mristreiy. So far as we know, it is very unlikely. 


COST CERTIFICATIONS 


Mr. Mason. Under the new law, the cost certification requirement 
takes care of that. 

Mr. Meistreiy. The new law requires cost certifications so that the 
Agency obtains cost after completion of the project and the insured 
mortgage is limited accordingly. 

Senator Magnuson. Yes, I think that is in the new law. But I 
think you people are working under a little different procedure now. 
Of course, Congress always intended that a builder should make a 
reasonable profit on 2 project. 

Mr. Metstrrets. That is correct. 

Senator Maanuson. A percentage profit which in many cases was 
much lower than a private builder would have made if he privately 
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started a project, because you know how builders are—their margiy 
goes 10, 15 percent sometimes, due to different shifting of prices duv- 
ing the life of the project, and other matters. I think now probably 
what you are trying to do is get it down to a basis where the profits 
would be such that ‘they would be reasonable for the project. Is that 
not generally stating the policy ? 

Mr. Metsrreti. Yes. 


APPRAISALS ON PROPOSED CONSTRUCTION 


Senator Porrer. I am not too familiar with the technicalities of 
how it operates, but is it not correct that many of the appraisals on 
proposed construction were made too high, is that not correct ? 

Mr. Metsrrety. That is correct. 

Senator Porrer. And you guaranteed a mortgage according to the 
appraisal? Sometimes it was higher than the cost of construction 
of the project ? 

Mr. Core. Senator Potter, in order that we may once more clear 
up a misunderstanding, I want to make this flat statement. Build- 
ers, sponsors of 608 projects who are not guilty of criminal acts, fraud, 
misrepresentation, violation of contract or charter, need have no fear 
«bout lawsuits or actions taken against them. 


“GRAY LIST” 


Senator Magnuson. They probably would not now, but let me ask 
you this: I have heard some stories about a so-called gray list ? 


Mr. Coir. There is no “gray list.” 

Senator Magnuson. You know how you hear rumors / 

Mr. Coir. Would you like to have Mr. Meistrell explain the 60s 
situation on that ? 

Senator Magnuson. I think it might be well to have it in the 
record. 

Mr. Corr. There is a great deal of misunderstanding about it, and 
I think it would be a good idea. 

Senator Magnuson. These are builders in my own home community 
and there has been no suggestion that they did anything bad in this 
thing, but they are afraid even to apply in some cases. ‘T should not 

sav afraid, but rather, hesitant. 

Mr. Mrisrreti. Senator, perhaps I could clear up some misappre- 
hensions. As you know, there were two investigations conducted last 
—_ in connection with the 608 program, one undertaken by Senator 

Capehart and one undertaken under the Administrator, Mr. Cole. 
During those investigations, there were some very shocking and dis- 
tur bing irregularities and conditions which developed. As these con- 
ditions became known through testimony or investigation and indi- 

cated that the mortgages gre: atly exceeded the cost of the projects, we 
in the FHA were so advised and in order to protect future actions of 
the agency in dealing with some of these individuals who were under 
investigation and in many instances had openly testified to irregulari- 
ties and in some instances criminal acts, we advised our various local 
offices that with respect to these individuals they were not to assume 
the full responsibility of processing further applications with respect 
to loans they might want insured, but that they should communicate 
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with Washington. We had set up here in Washington, I might call it 
a control point, or control center, where as information was collected 
from the investigators and during the course of the public hearings 
we could immediately determine what the adverse information, or 
what other information we had with respect to these builders who con- 
tinued their relationships with the Federal Housing Administration. 
There was no such thing as a black list or a gray list. It was — 
a record that we maintained in Washington to indicate to us when 
an individual applied for insurance and we were going to put the 
Government money at risk, whether or not we had any information 
with respect to those individuals which made it inadvisable for us to 
do business with them. Now that is very simply stated, but that is the 
fact. As they made application to these local offices, the local offices 
communicated with us here in Washington and to the best of our ability 
we advise them whether or not they should continue to take new appli- 
cations. Now, you gentlemen fully realize that during the course of 
the investigation, which was going on nationwide, there was lots of 
information which came to us which would dictate to proceed cau- 
tiously until the investigation had been completed. 

Senator Magnuson. That is what I was going to remark, that you 
people naturally were going to proceed with much more caution not 
knowing what the end result of some of these things would be. 

Mr. Metstrre.y. That is right, absolutely right. 

Senator Magnuson. Now that it is over and you have submitted 
those that you think are possible criminal violations, you have started 
suggested law suits on possible civil recovery and the other matters, 
you can start clean again, can you not, with applicants? 


TOTAL PROJECTS UNDER 608 PROGRAM 


Mr. Meistrety. That is what we are doing. Perhaps I should tell 
you that there were approximately 7,000 of these 608 projects con- 
structed. As part of the investigation a questionnaire was sent to 
these mortgagors asking for the information to reveal what the costs 
were so that we could compare that to the mortgage. 

Senator Magnuson. May I ask this question there? You may have 
in your files down there answers or information on certain applicants 
that never were involved in any investigation at all that might be 
against them ? 

Mr. Metsrreti. That is correct. 

Senator Magnuson. Others that were in the investigation that 
might turn out to be all right ? 

Mr. Metstretn. That is correct. 

Senator Magnuson. That is where I think the misunderstanding is, 
because out of 7,000 there might have been all kinds of other bad ones, 
but you could not go into all 7,000 ? 

Mr. Metstrety. That was what I was going to address myself to, 
Senator. Of the 7,000 mortgagors who participated in the program, 
neither the Capehart committee, nor the investigation that was con- 
ducted under Mr. Cole, made a thorough analysis of all of them. Re- 
ferring again to this questionnaire that had been sent out, of the 7,000 
who received it, approximately 1,200 replied. The balance either 
refused to reply, or failed to reply, or had questions about various 
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aspects of it. Now obviously, there was an injustice where men were 
continuing to do business with the Federal Housing Administration 
who had failed or refused to give information, and those who ha 
voluntarily given it and were subjected to some questioning as to 
whether or not we cared to do business with them. 

Senator Magnuson. But the law says you should do business with 
them if they are qualified ? 

Mr. Metstre.i. We intend to, and we have. 


QUESTION NAIRES TO APPLICANTS 


In order to put them all on an equal footing, we devised a plan 
recently, where we are sending out two questionnaries. The first one 
asks you whether or not you had built any multi-family housing, 
including any housing under the 608 section of the act, and if. so, 
with respect to 608 projects, we want full cost information. So when 
I refer to this program of settlement I had in mind that of the ques- 
tionnaires that have been submitted, these are the recoveries that we 
have effected. 

Now, superimposed on that whole program were various kinds of 
complaints that came in from the field and where we get complaints 
they are referred to an agency separate and apart from the Federal 
Housing Administration under Mr. Cole, which has the investigation 
and compliance authority. 

Senator Macnuson. Well, I think that clears up maybe a lot of ques- 
tions, or misunderstanding, I should say, which is probably a better 
word for it. 

Mr. Coir. Mr. Chairman, may I ask Mr. Condon, who is head of 
the Compliance Section, to clear up a statement which I made with 
respect to the jurisdiction of the BI on criminal matters. The rec- 
ord is not clear. ‘ 

Senator Maanuson. Yes. 


CRIMINAL JURISDICTION 


Mr. Connon. Mr. Chairman, as far as the criminal jurisdiction is 
concerned—the statement was made that all criminal jurisdictions 
were vested in the Federal Bureau of Investigation. However, there 
are some exceptions, and the exception is where in the ordinary course 
of your business certain cases arise on the basis of administrative 
inquiry, and so forth, which may as they go along develop into crim- 
inal matters. Where the development of the case raises a criminal 
question you proceed with the case, and then present it directly to the 
Department of Justice for prosecution. We have that partic ular case 
in the Public Housing Administration under section 1012, which is 
more or less the same type of statute as 1010 in the Federal Housing. 
If it arises outside the agency, then of course, the FBI would conduct 
that. 

Senator Macnuson. This was the investigation that was conducted 
and then the FBI would in turn turn over their facts to the Attorney 
General for possible prosecution ? 

Mr. Connon. In the case of 1010—section 1010 is the punishing of 
false statements statute for FHA. In all cases where we develop 





agen 
$650, 
trati 
such 
into 


(1) ¢ 
Ch 
ploye 
(b) I 
Th 
yeul's 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 203 


prima facie evidence that there is possible criminal violation in the 
case, we refer it. They aurry it out and prosecute it. If we develop it 
in the ordinary case of inquiry in the Public Housing Administration, 
we continue on with that and present it directly ourselves. 

Senator Magnuson. I think that clears it up. 

Then your total restoration in the Office of the Administrator, you 
are asking for $9400 and you testified to those items that make up 
that total, one being the big item $6 million reserve for planned public 
works? 

Mr. Frantz. That is right. 

(The following information was submitted :) 


Summary of amendments requested by Office of the Administrator 


Appropriations : 
Salaries and expenses___- = sig ‘ a __.. $1, 400, 000 
Reserve of planned public works_ ick 6, 000, 000 
Deben. phanning grants...........1.6-4.. ‘ ee 5am O00 


ete i oes sacs = : as or , 400, 000 


Authorizations : 
Housing loans to educational institutions ; 2: ; 150, 000 
Public facility loans__- — 40, 00 
Revolving fund (liquidating programs) : 
Administrative expenses___—_______- as , se : 300, 000 
Nonadministrative expenses____- és pit eee ae 3, 000, 000 


Total - Cemtad ; eed es iaitekiJss apa 


HOUSING ANI) HOME FINANCE AGENCY, PUBLIC HOUSING 
ADMINISTRATION 


ADMINISTRATIVE EXPENSES 
(Estimated, $8,800,000 ; H. R. 5240, $8,000,000 ) 
(House hearings, pt. 2, pp. 1590 through 1654 ) 


(1) Page 23, line 1, strike out “$S8,000,000", and insert in lieu thereof 
“$8,800,000”, the estimate, or an increase of $800,000 in the appropriation. 

(2) Page 45, line 3, strike out "$8,000,000", and insert in lieu thereof 
“$SS,800,000", the estimate, or an increase of $800,000 in the limitation. 

(3) Page 45, line 4, strike out °$500,000", and insert in lieu thereof “$620,000”, 
the estimate, or an increase of $120,000 in the limitation. 


HOUSE REPORT 


The House report includes the following on page 11: 

“The committee recommends $8,000,000 for administrative expenses of this 
agency, a reduction of $800,000 in the budget estimate and an increase of 
$650,000 over the appropriation for 1955. The increase is to enable the Adminis: 
tration to examine the local housing authority budgets more carefully and effect 
such economies as are warranted. Some additional housing units are coming 
into operation which also justify the amount of increase recommended.” 


JUSTIFICATION 


(1) and (2) Administrative expense funds 

rhe requested restoration of $800 will permit retention fo staff already em- 
ployed for the administration of: (@) Project development responsibilties; and 
(b) project management responsibilities. 

The amount of staff time devoted to management activities over the past few 
years has not increased proportionately with the increase in the number of low- 
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rent housing units being completed for occupancy. Since 1951 the number of low 
rent housing units available for occupancy has increased by 102 percent while 
the staff time devoted to this activity has increased only 35 percent. 

In exercising its responsibility for assuring the efficient and economical opera- 
tion of the low-rent housing projects, PHA makes several types of management 
ispections, as follows: 

Fiscal audit—The PHA Central Office Audit Branch makes an annual field 
audit of the books and records of local authorities and PHA housing managers 
covering matters of the following nature: Expenditures contrary to laws, regu- 
lations, or policies ; unreported income; fiscal practices requiring corrective meas- 
ures: inadequacy of internal fiscal controls ; inadequacies in accounting system ; 
deficiencies in property accountability; shortages or irregularities with respect 
to funds; and other irregularities. 

Occupancy audit—The PHA Field Office Occupancy Section makes a periodic 
tield oceupanecy audit for the purpose of determining compliance by the local 
authority with statutory and contract requirements with respect to: Eligibility 
for admission and continued occupancy; preference for admission; removal of 
ineligible tenants; determination of net income of tenants; and rents charged; 
based on net income. 

Engineering survey.—The PHA Field Office Operations Engineering Section 
makes a periodic field engineering survey of low-rent housing projects for the 
purpose of: Appraising the physical condition of the properties; determining 
whether corrective measures are required: and determining, from an engineering 
viewpoint, whether the physical components of the projects are efficiently and 
properly operated. 

Management review.—The PHA Field Office Management Section makes a 
periodic field review of property management functions not covered by the above 
audits and surveys, particularly with reference to an evaluation of efficiency and 
economy in project management and compliance with contract requirements 

An insufficient number of personnel employed by the Public Housing Adminis- 
tration to review management operations of the local housing authorities means 
deficiencies in the quality and quantity of work performed. The PIHIA objec 
tive is to make complete inspections of low-rent housing projects each year. 
However, over the past few years PHA has had to reduce some of these inspec- 
tions to 2-year cycles. The 1956 budget estimate for administrative expenses 
would permit PHA to continue to make fiscal audits annually and the other in- 
spections each 18 months. 

The PHA now has developed a plan to put business specialists in the field 
offices to be responsible for conducting studies of projects having high operating 
costs and installing improved methods to reduce costs. This staff would be par- 
ticularly concerned with the effect of proposed local housing authority expen- 
ditures upon the Government’s annual contributions, 

The reduction of $800,000 in our budget would seriously impair these audits 
and inspections which are made to assure economical local management. We 
hope that PHA will be permitted to proceed with its planned improvement of 
all project operations which should result in savings in Federal annual contribn- 
tions. Therefore, it is respectfully requested that the administrative expense 
appropriation be restored to $8.8 million. 


(3) Travel limitation 

The 20-percent reduction in the travel budget would make it impossible for 
PHA to maintain its current program of local housing authority management 
inspection. The very nature of the Public Housing Administration’s responsibil- 
ity for working closely with local housing authorities demands that a substantial 
number of field office staff members be in travel status during a good portion of 
their time. 

Ninety-two percent of our total travel expense estimate is for travel of field 
office staff engaged in the development and management of properties and in the 
audit of fiscal operations and management activities of the local housing author- 
ities. Only 8 percent of the travel estimate is for central office employees who 
make occasional visits to field offices and projects. It must be kept in mind that 
PHA utilizes only six field offices to maintain contact with local housing author- 
ities and projects which are scattered throughout the United States. It is re- 
cvested that the limitation be restored to the full amount of the estimate, $620,0. 
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Schedule cf activities 


Budget Budget 1956 estimate Bill com- 
estimate estimate House bill compared pared with 
1955 1956 with 1955 1956 

estimate estimate 


() (2) (3) (5) (6) 


Funds available for obligation: Appro- 
ition - - - $7, 350,000 | $8,800,000 | $8,000,000 | +31, 450, 000 — $800, 000 


{nulysis by activity: 
Development 3, 060, 000 3, 750, 000 +690, 000 
Management 4, 290, 000 5, 050, 000 +760, 000 


Total obligations 7, 350,000 | 8,800,000 | 8, 000, 000 +1, 450, 000 —800, 000 
Standard classification schedule 


Budget Budget —— ee 
estimate estimate | House bill ti (oe with 
1955 1956 . ith 1955 1956 

we : estimate estimate 


(5) (6) 


Funds available for obligation: Appro- 
ition $7, 350,000 | $8,800,000 | $8, 000, 000 $1, 450, 000 $800, 000 
\ ysis by standard classification 
iL Personal service 5, 965, 000 7, 189, 000 , 224, 000 
Travel 40, 000 12, 600 000 
Transportation of things 5, OOO 20, 000 . 000 
4 Communication services 72, 000 201, 000 29, 000 
Rents and utili-y se’ ice 178, 000 562, 000 E86, OOU 
Printing and ‘e > ‘oduction 39, 000 000 5, 000 
Other cont ‘uctu 1 service 000 5-, 000 +10, 000 
General Accounting Office 
audit_ : 36, 000 43, 000 +7, 000 
Supplies and materials 5, OOO 3, 000 +7, OOO 
Equipment 22, 000 10. 000) — 12, 600 
13. Refunds, awards and indemni- 
ties 500 1, 500 0 
Taxes and assessments , 500 3, 500 —1, 000 


Total obligations 7, 350,000 8,800,000 | 8, 000, 000 +1, 450, 000 —800, 000 


Senator Magnuson. Now we come down to the Public Housing 
Administration in which you are asking for restoration of $800,000. 
That would bring you up, but would still put you under your budget 
estimate, would it not ? 

Mr. SLusser. $8,800,000, 

Senator Magnuson. Mr. Slusser, we will put your statement in the 
record. 

Mr. Corr. We have statements from the other Commissioners, may 
we put them in the record ? 

Senator Magnuson. We will do that with all of them. Mr. Slusser 

can explain briefly. 

(The statement referred to follows :) 


STATEMENT BY CHARLES E, SLUSSER, COMMISSIONER, PUBLIC HOUSING 
ADMINISTRATION 


Mr. Chairman and senators, I appreciate this opportunity to appear before 
your committee in support of the Public Housing Administration budget estimate 
for fiscal year 1956. I first would like to discuss our reasons for requesting 
restoration of the reduction in the President’s budget made by the House of 
Representatives, and then we will endeavor to answer any questions which the 
committee may have. 
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The first item concerns the House reduction of our request for funds to pay 
annual contributions on low-rent public housing projects. Our estimated needs 
for fiscal year 1956 are $87 million. The House reduced this amount to sxv 
million with the comment that the only control over contributions is throug) 
close supervision of the operating practices of individual housing authorities 

Mr. Chairman, I believe it is my duty to take every possible step to insure 
that low-rent projects are operated at the lowest possible Cost Consistent with 
good management. We are trying to improve our review of local housing 
authority operating budgets and as I will point out later, have plans for further 
improving this function with a view toward lowering operating costs. 

In our justification we have outlined the method of computing these appropria- 
tion estimates for annual contributions and indicate that our methods have 
produced conservative estimates in the past. Therefore, we believe that the 
SS7 million estimate submtited by the President represents minimum require 
ments under the contracts and this amount should be appropriated in order to 
avoid a supplemental request at a later date. Again, let me assure you that we 
will continue our efforts to promote economical operations in project management, 

The second major point which IT would like to discuss briefly is the nov 
administrative expense limitation estimate of $13 million, which was reduced 
by the House to $10 million. This limitation applies to repair, maintenance, 
taxes, and other operating costs of certain war and defense housing units 
which are in process of disposition. The Congress has urged that this pro 
gram be liquidated as soon as possible and we have made good progress. 0 
the 991,814 units constructed 
will have been removed from our workload by June 30, 1955, either by s:le, 
transfer to low-rent use, transfer to other Government agencies, or by demoli 
tion. Our current estimate is that approximately 61,000 units will remain at 
the end of fiscal vear 1956. 

Operating expenses subject to limitation for these projects amounted to S25 
million during fiscal year 1954. These expenses were cut to $20 million duriug 
1955 and our estimate for 1956 has been further reduced to $13 million. fh 
meeting the limitation of $20 million during the current fiscal vear, PHA has 
been forced to defer much needed repair and maintenance work on the fed 
erally owned and operated projects. The reduction of our $13 million estimate 
to $10 million by the House will result in further deterioration of the properties 
and a further loss to the Federal Government. 

The last major element in our fund request for fiscal year 1956 concerns 
administrative expenses. We expect to have an additional 25,000 units in man 
agement under our low-rent program and plan to put under construction ai 
additional 35,000 units which are now under annual contributions contract 
In addition, we are working very hard to dispose of the remaining war housing 
dwelling units. For the administration of our programs, the President’s budget 
included a total of $11,300,000 for administrative expenses. Of this amount 
$8,800,000 is an appropriation request and $2,500,000 is a request for authoriza 
tion to use funds from the operation and sale of War-housing projects. 

The $8,800,000 appropriation request has been reduced to $8 million by the 
House. The requested restoration of $800,000 will permit retention of stall 
already employed for the administration of the project development and project 
management responsibilities. 

Over the past few years, fund limitations precluded us from increasing the 
amount of staff time devoted to management activities proportionately with 
the increase in the number of low-rent housing units being completed for 
occupancy. Since 1951 the number of low-rent housing units available for 
occupancy has increased by 102 percent while the staff time devoted to this 
activity has increased only 85 percent. In exercising its responsibility for 
assuring the efficient and economical operation of the various housing projects, 
PHA makes an annual audit of the hooks and records of local authorities. In 
addition, periodic occupancy audits, engineering surveys, and management 
reviews are made. These periodic reviews now are on a 2-year cycle and we 
had hoped to come to an 18-month cycle. This cannot be done within the $s 
million allowed by the House Appropriations Committee. 

In addition to the regular management reviews, we now have developed a 
plan to appoint a business specialist in each field office to be responsible for 
conducting studies of special groups of projects having high operating costs 
and installing improved methods for reducing costs. This plan was developed 
after our administrative expense estimate had been prepared and, therefore, 
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it did not include the cost of this particular plan. We hoped to effect economies 
that would enable the wutiation of this work without a request for additional 
funds. The House Appropriations Committee has recognized and in recent 
reports colnmented on the need for this effort. The success of the plan would 
be placed in jeopardy unless the appropriation reduction is restored. 

The request for authorization to use $2,500,000 of the proceeds from operation 
and sale of war-housing projects for administrative expenses is part of a total 
request of $2,800,000 for the revolving fund of the liquidating programs. The 
remaining $300,000 is requested by the Office of the Administrator for his admin- 
istrative expenses. The House reduced the total estimate to $2,500,000, or a re- 
duction of $300,000. Should this entire reduction come out of the PHA adminis- 
trative expense funds, it would seriously affect our disposition activity. In pre- 
paring the estimate, we reduced the amount of $3,600,000 which was approved 
for 1955 to $2,500,000 in 1956. These funds are used primarily in administering 
disposition of the emergency housing projects, which everyone wishes to ex- 
pedite. Disposition of the remaining projects become more complex since the 
projects already disposed of were the easier ones and those remaining will have 
more complications and be more difficult. The drive toward our disposition goals 
will be disrupted if the staff engaged in this disposition effort is curtailed. I 
therefore urge you to restore this authorization to use funds to our original 
estimate, 

The House bill cut the limitation on travel funds in the appropriation from 
$620,000 to $500,000, a decrease of $120,000. In order to maintain effective in- 
spection of local housing authority operations, certain PHA employees must be 
ina travel status during a good part of their time. Ninety-two percent of the 
total travel estimate is for travel of field office staff engaged in development and 
management of properties and in the audit of fiscal operations and management 
activities. Only 8 percent of the travel estimate is for central office employees 
who make occasional trips to field offices and projects. I hope you will agree to 
the need for restoration of this travel limitation to our original estimate of 
$620,000, 

The estimates for 1956 do not provide funds for administrative expenses 1 
connection with execution of any new annual contribution contracts. The Presi- 
dent’s budget states that he will send to Congress a request for 35,000 public- 
housing units. When the President’s request is acted upon by the Congress, we 
Will submit a supplemental request to cover administrative expenses in connec- 
tion With the additional workload to be handled. 

I now will try to answer any questions you may have. 


APPROPRIATION REQUESTS 


Mr. Suusser. Our total request for administrative expenses was 
“11.5 million. The appropriated figure was $8.8 million. The House 
committee cut $800,000 from that figure. $2.5 million was a request 
for authorization to use funds from the operation of war-housing 
projects: that is, from the residual receipts from war-housing. That 
makes a total of 811.3 million. These funds are used primarily for 
the operation of field offices and central offices in handling both the 
supervision of the low-cost and low-income housing by sending main- 
tenance people out into the field to supervise records and properties. 

Senator Magnuson. Well, this gets down to where the House says 
that they gave you an increase of $650,000 and then they justified the 
increase because you have added additional housing units, but you in 
effect say that is not enough ? 

Mr. Stusser. That is right. 

Senator Magnuson. Isthat what it amounts to / 

Mr. Stusser. That is what it amounts to. 

_ Senator Magnuson. They seem to think they are doing fine by giv- 
ing you the increase. 

Mr. Stusser. It simply means this, that we cannot cut our staff back 
any more than we have and take proper care of the work involved. 
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TOPAL PUBLIC HOUSING PROJECTS 
‘ Y . . : ‘ Vi 
Senator Magnuson. That involves how many public-housing proj- tre 
ects approximately ? mate 
Mr. Siusser. Approximately, somewhere over 437,000 units total, was 
Senator Magnuson. Units? tribu 
Mr. Stusser. Yes. ad 
Senator Magnuson. They are mainly in the crowded urban centers’ 
Mr. Suusser. All over the United States, Alaska, Puerto Rico, aid 
so forth. 
ALASKA HOUSING 


Senator Magnuson. Where would you have them in Alaska ¢ 
Mr. Stusser. We have war housing in Alaska developed during thie 
war. 
Senator Macnuson. That the military asked you to build ¢ 
‘ ry . . ” ( 
Mr. Suvusser. That is right. 
Senator Mxanuson. And you still maintain them / 
Mr. Siussrr. We still maintain them. Th 
Senator Magnuson. Are you constructing any war housing now / comm 
‘ , r . tion 
Mr. Siusser. No. C 
‘ r : ‘ rN ja ong 
Mr. Coie. We do not construct any housing, Senator. The mili- adie 
vary, as vou know, has some on base military housing authorized and fund: 
appropriated at the last session, but that is not our program. In 
Senator Magnuson. We had a big military housing appropriation viens 
last. year, but these are sort of holdovers with you fellows; are they oe 
not ? indic 
Mr. Coir. Yes. Our responsibility is for management and dis- accul 
appre 
In 
butio 


posit ion. 
(The following information was submitted :) 


ANNUAL CONTRIBUTIONS 
(Estimate, $87,000,000 ; H. R. 5240 $80,000,000 ) 


( House hearings, pt. 2, pp. 1590 through 1654) 


Page 23, line 7, strike out “$80,000,000” and insert in lieu thereof “$87,000,000”, 
the estimate, or an increase of $7 million in the appropriation. 


COMMENTS IN HOUSE REPORT 


The House report includes the following on pages 11 and 12: 

“The amount of annual contributions recommended for 1956 is $80 million, 
an increase of $16,050,000 over 1955 and a reduction of $7 million in the budget 
estimate. The PHA is authorized to issue Treasury notes and obligations up 
to $1.5 billion and the Government could be required to appropriate up to $336 
million annually as payments on annual contributions contracts with local public 
housing authorities. As public housing units come into occupancy the federal 
Government is required by terms of the annual contributions contracts to guar- 
an‘ee the amortization costs of the projects. To the extent amortization costs 
cannot be supported with rents collected, the Federal Government must make 
annual contributions. Often the costs of the program are not seen until several 
years after a public-housing project is authorized and some time after the units 
of a project become occupied, and then it is too late to exercise control over such 
obligations. The only control over contributions is through close supervision 
of the operating practices of individual housing authorities, and the authoriza- 
tions of annual contributions contracts in the initial instance.” 
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JUSTIFICATION 


Vethod of computing appropriation estimate—The Public Housing Admin- 
istration has followed the same method used in recent years to develop the esti- 
mate of funds required for payment of annual contributions. A detailed analysis 
was made of each project determined to be eligible to receive an annual con- 
tribution during fiscal year 1956. The estimate of $87 million was developed in 
two stages: 

Kirst, a determination of the projects which will be eligible to receive 
a contribution was made by (a) identifying the projects which were eligible 
for a contribution payment in fiscal year 1955, and (b) developing a sched- 
ule of projects which have been or will be permanently financed during fiscal 
year 1955, and therefore will become eligible to receive a contribution in 
1956. 

Second, an estimate of the amount of accruing contribution payable was 
made by establishing the fixed contribution for each project and the amounts 
of residual receipts which will be available to reduce such fixed contribution. 
The fixed contribution is established at the time of permanent financing 
and is the amount required for level annual payments of interest and prin- 
cipal amortization. The amounts of residual receipts available for reduction 
of annual contributions are determined from operating budgets submitted 
by the local housing authorities and approved by the PHA. 

This method of estimating annual contributions payments has proven to be 
conservative. For example, in fiscal vear 1954 the Public Housing Administra- 
tion submitted an estimate of $39.7 million for annual contributions for which 
Congress appropriated $32.5 million. Subsequent actual contractual payments 
indicated the need for $43.3 million and Congress appropriated the supplemental 
funds required. 

In 1955, annual contributions payments were estimated at $69.1 million for 
which Congress appropriated $63,950,000. Current estimates indicate the actual 
payments for this fiscal year will total $68,050,000, and a request for a supple- 
mental appropriation of $4.1 million is being drafted. Thus experience has 
indicated that the project-by-project method of estimating produces a reasonably 
accurate total of funds required and Congress would have been justified in 
appropriating the amounts of the estimates. 

In considering this request to restore the $7 million reduction in annual contri- 
butions for fiscal year 1956 it should be noted that: 

1. Of the total increase requested in the appropriation for 1956 over 1955, 
$13.7 million is attributable to projects which will become eligible for their 
first annual contributions in 1956. The amount of the contribution payments 
for these projects are either already fixed or cannot be changed by any 
administrative action of PHA. 

2. The remainder of the increase in our appropriation request results from 

the larger number of projects which have been in full operation for a varying 
number of years. The annual contributions for these projects reflect antici- 
pated residual receipts and are paid 34% to 5% months after the end of the 
projects’ fiscal year. Thus the annual contributions payable in 1956 for 
those projects whose fiscal year ended on March 31, 1955, are already deter- 
minable amounts. Likewise, the remaining projects have already experi- 
enced 9, 6, or 3 months of operation of their current financial year under 
budgets which have been approved by the PHA. 

Conclusion 


Since the method of estimating annual contribution requirements used in this 
budget has been producing conservative estimates, it is believed that the $87 
million estimate submited to Congress represents the minimum requirements 
under the contracts. It is therefore respectfully requested that the $7 million 
reduction be restored and that the total of $87 million be appropriated to avoid 
the necessity of appropriating supplemental funds at a later date. 


ANNUAL CONTRIBUTIONS 


Senator Magnuson. Now, your annual contributions, you have given 
us a long explanation of the staff problem on this? 
Mr. Suiusser. Yes, sir. 
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Senator Magnuson. We will have that for our use when we mark 
up the bill. The next big item is annual contributions in which you 
have an increase of $16 million from the House. but Vou say Vou are 
7 million short and you want a restoration of $7 million / 

Mr. Stusser. Yes. sir. The j jus stification points out that i comiput- 
ing these estimates for annual contributions our methods have bee 
conservative. These are actual figures, and if our figures are right 
and we believe they are, we will have to come back and ask for more 
because they are more or less mandatory. 

Senator Macxeson. I was going to suggest this is mandatory, 

Mr. Siusser. That is right. ; 

Senator Magnuson. But the House figures that your projection of 
What it is going to cost you is not as great as you think ? 

fr, Suusser. That is right. The number of units that will cone 
under annual contribution next year. We believe that our figur 
on the conservative side. 

Senator Magnuson. In other words, you do not want to come back 
here and ask for more money ¢ 

Mr. SLUSSER. That is what we would have to do. We are doing our 
best to save some of it. 

Senator Magnuson. The House did not think you would have to. 

Mr. Suusser. That is right. 

(The following information was submitted :) 


Estimated annual contribution requirements 


Actual, 1954 | Pstimate, 


Number of units eligible 259, 116 302, 884 

Fixed or Max mum contribution for projects eligible for pay- 
nent 

Less: Amounts available for reduction of fixed contribution 
(residual operating receipts, ete 

Annual contribution requirements 

Adjustment for 1954 annual contributions payable in fiscal 


$67, 844, 328 $91, 238, 674 $110, 583, 00K 


23, 371, 998 24, 361, 004 23, 582 (0 
44, 472, 330 66, 877, 670 $7, OOO, OO 


year 1955 —1, 172, 330 +-1, 172, 330 


Annual contributions appropriation or estimat 43, 300, 000 68, 050, 000 


HOUSING AND HOME FINANCE AGENCY OFFICE OI! 
ADMINISTRATOR 


HovusinG LOANS TO EpUCATIONAL INSTITUTIONS 
(Estimate $575,000; proposed by committee, $425,000; in act, $425,000) 
(House hearings, part 2, pp. 1382-91) 


Page 38, line 16, strike out the figure “$425,000" and insert in lieu thereof 
“S575.000", the estimate, an increase of $150,000 above the amount allowed 
by the House Committee. 

HOUSE REPORT 

(No pertinent excerpts. ) 

JUSTIFICATION 

Title IV of the Housing Act of 1950 authorizes the Housing and Home Fi- 
nance Administrator to make long-term, low-interest-rate loans to institutions 
of higher learning to assist them in the provision of housing accommodations 
for both students and families. More than 400 colleges have made applications 
for over $280 million in loans. From these applications, 165 active approved 
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loans are now outstanding; another 77 institutions, largely through assistance 
from this program, have obtained satisfactory financing from other sources ; and 
some 100 applications are in various processing stages. 

There has already been criticism of delays in processing by this Agency. 
Additional staff is essential if applications are to be examined promptly and 
other actions connected with the construction and permanent financing stages 
accomplished in a business-like manner. Larger staff needs are chiefly at- 
tributable to two factors—the large number of applications from small institu- 
tions with little or no experience with financing and construction, and the 
exacting requirements which must be met in order to obtain financing from 
private sources for as large a proportion of the program as possible. 

Two to three vears is generally required between the time that a college de- 
cides to undertake construction of a dormitory until it is available for ocecu- 
pancy. Student enrollments reached about 2,500,000 last fall, exceeding earlier 
forecasts and the previous 2,450,000 peak in 1949. By 1958, conservative pro- 
jections indicate student bodies numbering about 2,850,000. Applications re- 
ceived by the Agency totaled 21 in the first quarter, 22 in the second, 37 in the 
third, and may well exceed the latter in the fourth quarter. Word was re- 
cently received that frem 1 State alone, following failure to obtain a construe- 
tion appropriation for State colleges, applications for between $20 and $30 
million in loans will shortly be received. 

The following tabulation compares the actual workload in the first 9 months 
with the estimated workload in fiscal 1956: 


1955 actual 


956 esti te 
(9 months) 1956 estima 


Preliminary applications: 
Received 
Approved 
Full applications 
Received _. 
Approved 
Construction: 
Projects started 
Projects completed _ . 
Permanent financing—bond issues awarded 


It is obvious from the above figures that unless additional staff is authorized, 
serious backlogs will develop. 


HOUSING LOANS TO EDUCATIONAL INSTITUTIONS 


Senator Magnuson. What about your heusing loans to educational 
institutions? You want an increase of $130,000; is that correct ? 

Mr. Franrz. $150,000. 

Senator Magnuson. Excuse me, $150,000, That is obligations, too; 
is it not ¢ 

Mr. Hazevrine. I handle the college housing program under CF A. 

Senator Magnuson. Mainly dormitories; are » they not ? 

Mr. Hazevrine. Mainly dormitori ies; yes, Senator. We asked for 
$575,00 and the House cut it back to $42 5,00. They cut it $150,000. 

Senator Magnuson. Why did they do that? Do you know? I see 
there is no testimony in particular. 

Mr. Coir. There was no statement in the House report. 

Senator Magnuson. No House report on it / 

Mr. Hazeirine. The fact of the matter is, sir, that we are running 
behind on processing the applications that we have now. Our policy 
has been to attempt to get as much private financing for the applicants 
who come to us as possible, and for that reason we have been able to 
eliminate from our applicants many of the larger colleges. The result 
is that we are now working on smaller ¢ olleges toa great degree, and 
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it costs more money to process a large number of small applications 
than a small number of large applications, and also it is harder to 
deal with the smaller colleges who do not know as much about financial 
operations as the large ones do. 

Senator Magnuson. And they do not have the finances ready at 
hand ? 

Mr. Hazevrine. That is right. 

Senator Porrer. Is that on the 50—50 basis # 


BUSINESS-TYPE BOND ISSUES 


Mr. Hazevrine. No, sir. It is a bond issue on a business-type basis 
covering the total cost of building. The bonds are both revenue and 
general obligation on a serial basis, paid back yearly through revenue 
and also guaranteed by general obligation of the college and by income 
from other properties that they may have. 

Mr. Frantz. There is no grant involved. 

Mr. Hazevtine. There is no grant. 

Senator Magnuson. What is your function in it? Why could they 
not do that by themselves ? 

Mr. Hazertrne. We loan the money direct to them on a bond issue. 

Senator Magnuson. Then they pay you back ? 

Mr. Hazevtine. They pay us back over a period of 40 years, serial 
bonds. 

Senator Magneuson. So you hold the bonds? 

Mr. Hazertine. Yes, sir. 

Senator Magnuson. You are the banking institute for them / 

Mr. Hazertine. We are the banking institution under that par- 
ticular operation, 

Senator Magnuson. Where is that included—in your 7-million 
item ¢ 

FUNDS BORROWED FROM ‘TREASURY 


Mr. Frantz. The funds for making those loans, Senator ? 

Senator Magnuson. Yes. 

Mr. Frantz. No, sir; those are borrowed from the Treasury. The 
act authorizes the Administrator to issue notes to the Secretary of 
the Treasury to provide funds for this. 

Senator Magnuson. This is your corporate function / 

Mr. Frantz. That is correct. The $575,000 is an authorization to 
use part of that revolving fund for administrative costs. 


PENDING APPLICATION 


Senator Porrer. How many pending applications do you now have! 

Mr. Hazevtine. We have pending at the present time 80 preliminary 
applications which have been received, 35 which have been approved. 

Senator Porrer. If the House cut were restored, would that make 
vou current ? 

Mr. Hazevrine. It would enable us to catch up; ves, sir. 

I would like to make this remark. It is an actual hardship on the 
applicant when we are slow with our processing because, unlike a hotel 
or another type of living building, we have to hit the September or 


January matriculation times and if we miss that and the college does 
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not get. their building finished, it may stand idle for 4 or 5, maybe 6 
months, which is a direct drag on them. We try to hit these two times 
and when we are slow in the processing of the applications through 
to completion they are thrown out of timing on their operation for 
completion of the building. 

I might say that there is a total of 93 pending applications at the 
present time and they are increasing more rapidly than we are able 
totake them off the slate. 

(The following information was submitted :) 


PusBLic FActLity LOANS 
(Estimate, $75,000; proposed by committee, $40,000: in act, $40,000) 


(House hearings, pt. 2, pp. 1411 ff.) 


Page 39, line 7, strike out the figure “S40,000"° and insert in lieu thereof 
“$75,000", the estimate, an increase of $35,000 above the amount allowed by the 
House committee. 

HOUSE REPORT 

(No pertinent excerpts. ) 

JUSTIFICATION 


Section 108 of the RFC Liquidation Act, as amended, authorized a program of 
Federal assistance in financing public facility projects undertaken pursuant to 
Federal, State, or local law by making loans to State and local public agencies. 
Financial assistance may be extended only if financing is not otherwise avail- 
able on reasonable terms. 

The Supplemental Appropriation Act, 1955, contained on appropriation of $2 
million as the first payment into the $50 milion revolving fund authorized in the 
enabling legislation. The budget program for fiscal 1956 does not contemplate 
additional appropriations to augment the revolving fund. 

Because of the limited funds available, the Administrator determined that 
preferential consideration should be given to loan applications from small com- 
unities and where the funds will be used for construction of urgently needed 
water supply and distribution systems or sewage collection and disposal systems. 

The Supplemental Appropriation Act, 1955, also contained an authorization of 
$75,000 for administrative expenses. It is apparent at this time that—because 
of the delays in getting the program under way—only about half of the authorized 
funds will be obligated. 

Since the start of the program, some 500 communities have inquired about the 
possibility of receiving financing assistance for urgently needed local projects. 
While it is clearly not possible to accon:imodate this volume of loans, it is the 
responsibility of the Office to achieve the fairest distribution of the limited funds 
available, giving preferred consideration to communities evidencing the greatest 
need. 

This request for restoration of the budget estimate for administrative expenses 
for fiscal 1956 is made in recognition of this fact. 

Senator Macnuson. Now, about your public facilities loans, what 
are they ? 

Mr. Hazextinr. I also handle the public facilities loans. Of the 
$90 million that was originally authorized for that, we received $2 
million in the appropriation for 1955. At the present time, we are 
operating very slowly on that due to the fact that we have so little 
money that it will not go far enough to make a real national opera- 
tion out of it. 

Senator Porrer. What do you mean by public facilities? Sewage 
disposal plants? 

Mr. Hazertine. We are permitted to loan on any necessary public 
facility, if it is a business-type loan and reasonably assured of repay- 
ment. It would usually be a bond operation. We set an interest rate 
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of 414 percent on that, hoping that the majority of those applicants 
would go to private interests. 

Senator Magnuson. What about the revolving fund for liquidating 
program ¢ 

(The following information was inserted :) 


HOUSING AND HOME FINANCE AGENCY 


OFFICY OF THE ADMINISTRATOR, REVOLVING FUND 
( LIQUIDATING PROGRAMS ) 


(Estimate, $13,090,000, H. R. 5240, $10,000,000) 
(House hearings, pt. 2, pp. 1590 through 1654) 


(1) Page 39, line 21, strike out “$2,500,000" and insert in lieu thereof 
“$2,800,000, the estimate, or an increase of $300,000 in the limitation. 

(2) Page 40, line 42, strike out “$10,000 000" and insert in lieu thereof “S15 
000,000”, the estimate, or an inerease of $3 million in the limitation. 


COMMENTS IN HOUSE REPORT 


The House report includes the following on page 10: 

“The bill contains an administrative expense limitation of $2,500,000 and 
a nonadministrative expense limitation of $10 million, which are $1,440,000 and 
$10 million under the amounts of the limitations in the 1955 bill and $800,000 
and $3 million under the limitations in the budget estimates for 1956 respec- 
tively. The appropriation bill last year established this revolving fund to 
stimulate the disposal and liquidation activities in a number of programs that 
had been in the process of liquidation for a number of years without making 
noticeable progress. It was expected that such liquidations would progress 
expeditiously and some progress has been made. The largest program remain 
ing today is the war and emergency housing program in process of liquidation 
which is administered by the Public Housing Administration. This program 
should be liquidated this year and it may be necessary for the Administrator 
to assume the liquidation activity to get the job completed. The committee 
suggests that the Department of Defense be urged to cooperate by declaring 
properties surplus it does not need or taking over the properties that it requires 
and thus terminate this war housing program.” 


JUSTIFICATION 
Introduction 

The limitation of $2.5 million (item (1) above) proposed by the House com- 
mittee concerns the administrative expenses incurred in the management and 
liquidation of two types of housing managed by the Public Housing Administra- 
tion on behalf of the Office of the Administrator : 

(a) Public war housing, including defense housing developed under title 
III of the Defense Housing and Community Facilities and Services Act of 
1951. 

(b) Veterans’ re-use housing. 

The nonadministrative expense limitation of $10 million (item (2) above) 
proposed by the House committee concerns maintenance and operating costs of 
these emergency housing projects. 

The following table shows a 3-year comparison of the amounts which com- 
prise this nonadministrative expense limitation. 
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I. Expenses 


Estimate Estimate 
1955 1956 


Project operating expenses: 
Publie war housing $21 364, 625 500 $9, 767, 900 
Defense housing 2, 061, 507 L 200 2, 842, 100 
Veterans’ reuse housing 522, 788 300 190, 000 
Subsistence homesteads and greentowns 47, 083 5, 000 0 
Disposition expenses: 
Direct expenses 819, 373 3, 000 () 
Nonadministrative (personal services only) 343, 533 000 200, 000 


Total expenses ‘ 25, 158, 909 000 13, 000, 000 


Excluded from the limitation in 1956. 


The following table shows a 3-year comparison of the number of units which 
are being operated by the PHA and those which are leased for operation, pend- 
ing disposition. The limitation on operating expenses during fiscal year 1956 
apply to the directly operated units. The limitation on disposition expenses, 
applicable in fiscal years 1954 and 1955, has been removed for 1956. 


IT. Workload 


Number units at year end 


Estimate Estimate 


Actual 1954 1955 1956 


rederally operated projects, for which operating expenses are 
included under the limitation: 
Publie war housing 
Defense housing 
Veterans’ reuse housing 


Total - 


Leased projects: 
Public war housing 7, 189 
Defense housing 762 
Veterans’ reuse housing . O82 


Total. _- ; 033 


Total, all units 689 


Total dwelling units operated under program 


Public war housing_______~_- ; : 3 1 626, 288 
Veterans’ reuse housing__—___ a? ba 28 Took te _ 266, 926 
Subsistence homesteads and greentowns____ s . 5, 419 
Defense housing program __—. ~~~ eer i i ; 15, 593 
Transferred to PHA________ 2. e. Ds 28, 023 
Homes conversion program __——— ~~~ : ps oa aes 49, 565 


Total : t ingccuslboes Ose 
(1) Administrative expenses 


The statement on page 10 of House Report 304 states: “This program should 
he liquidated this year and it may be necessary for the Administrator to assume 
the liquidation activity to get the job completed.” This statement must be con- 
sidered in the light of a remark made by Mr. Slusser, Commissioner of PHA, 
(see p. 1604 of the hearings before the House subcommittee) concerning dis- 
position operations: “ * * * And my recommendation to the Administrate: 
Was that we [PHA] handle disposition to the end of 1956, and then find a means 
of turning what is left over to other management because it will be some number 
of years before we can get rid of it.” 

We feel that an excellent job of disposition has been performed. As will be 
hoted above, the total inventory of this program will have been reduced from 
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991,814 units to 120.182 by the end of the current fiscal year, and further 
reduced to 61,172 units by the end of 1956. In other words, by the end of fiscal) 
year 1956, 93.8 percent of the dwelling units will have been removed from the 
Federal Government’s responsibility, leaving only 6.2 percent of the units yet 
to be disposed of. Disposition of the remaining projects becomes more complex 
since projects involving relatively few problems were disposed of in the earlier 
stages while those which remain involve many complicating factors which neces. 
sitate great effort and much negotiation. 

This very substantial rate of disposition cannot be sustained if the per- 
sonnel engaged in the activity must be terminated because of lack of funds. The 
House action is seemingly contradictory in that the report on the one hand 
demands “liquidation this year,” and on the other hand reduces the funds which 
provide the staff who might accomplish this liquidation of the emergency hous- 
ing program. 

The sustained drive of the Public Housing Administration toward its (is- 
position goals will be disrupted if the staff engaged in this disposition effort 
is curtailed as proposed. A reduction of $300,000 would necessitate a crippling 
staff reduction since the estimate in 1956 had already included a_ reduction 
from an average of 291 disposition employees in 1955 to 251 in 1956. A further 
reduction of 40 or 50 employees would result in a serious cutback in disposition 
progress. 

If the presently authorized disposition staff is permitted to continue without 
disruption through 1956 it is believed that all disposition activities, other than 
a relatively small volume of final liquidation work, will have been substantially 
completed. On the other hand, if reductions in force must be effected now, the 
obvious result will be a serious cutback in disposition progress. 

It is therefore respectfully requested that the $800,000 reduction in admin- 
istrative expenses be restored in order that the Public Housing Administration 
may continue its accelerated disposition program. 

(?\ Nonadministrative expenses 

When the 1955 budvet was considered by the Concvress the limitation on cert 
novadministrative expenses was shartly reduced bv the Mouse—from 8S mi! 
to $20 million. These expenses concern primarily those emergency public 
housing projects which are federally operated. i. e., with Federal employees, 
The agency was unsuccessful in its request to the Senate for restoration of the 
$6 million reduction. Accordingly, two significant actions were taken during the 
current fiscal year: 

(7) A complete reshaping of disposition plans was accomplished so as to exer! 
the greatest effort toward the disposal of the federally operated projects. Con- 
sequently the more marketable leased projects were permitted to proceed toward 
disposition without the application of concentrated effort. Thus the reduction 
of the limitation-—-aiming toward an accelerated disposition program—did 
uecelerate disposition of the smaller group of directly operated projects but had 
the net effect of slowing down disposition of the program as a whole. 

(b) All operating budgets of the federally operated projects were sharply 
reduced below a so-called housekeeping level. This means that considerable 
maintenance work had to be deferred indefinitely. Consequently many valuable 
Government properties are now in a state of advancing deterioration for lack 
of naint. road resurfacing, and other protective maintenance. 

The House committee, in its action on the 1956 appropriation bill, has again 
recommended a drastic (23 percent) reduction in funds available for expenses 
of onerating and maintaining federally operated projects. This reduction will 
require a continuation of the present stringent fiscal policy and will continue to 
bamper disposition progress and may result in considerable losses to the Gov- 
ernment in reduced property values at time of disposition. 

The requested limitation of $13 million provides for a program Consistent with 
the expressed views of Congress; i. e., to dispose of these properties as quickly 
es possible. On the other hand, it permits a minimum protection of the Federal 
Government’s investment in these projects and will assure the maximum possible 
return at time of disposition. 

Tt is helieved to be in the best interest of the Federal Government to authorize 
the estimated exnenses under this limitation. Therefore, it is resvectfully 
requested that the amount of the limitation be restored to the level of $13 million 
as originally proposed in the budget estimate. 
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Schedule of actirties 


1956 estimate Bill com- 
compared pared with 
with 1955 1956 
estimate estimate 


Budget Budget 
estimate estimate House bill 
1955 1956 


(2) (3) (4) (5) (6) 


FUNDS AVAILABLE FOR OBLIGATION 
juthorization $3, 940, 000 $2, 800,000 $2, 500,000 —$1, 140, 000 — $300, 000 
ANALYSIS RY ACTIVITY 


Office of the Administrator 340, 000 300, 000 , 000 
2, Public Housing Administration: 
) Development. -. 20, 000 000 
Management. _. , 572, 769, 000 - 000 
) Disposition 2, 008, 000 , 731, 000 ; 277, 000 
Total obligations 3, 940, 000 2, 800, 000 2, 500, 000 000 — 300, 000 


Standard classification schedule 


1956 estimate Bill com- 
Budget Budget ie} 
timate atimate oni Pal compared pared with 
a = House bill with 1955 1956 

or estimate estimate 


(2) (3) (5) (6 


FUNDS AVAILABLE FOR ORLIGATION 
Authorization. __._. 4 $3, 940, 000 000 | $2, 500,000 -$1, 140, 000 — $300, 000 
ANALYSIS BY STANDARD CLASSIFICATION 


| Personal services - 3, 223, 000 000 000 
2 Travel.... ‘ 263, 200 200 , 000 
'§ Transportation of things 3, 300 3, 200 2, 900 
4 Communication services 96, 600 300 , 300 | 
Rents and utility services 246, 000 800 , 200 
Printing and reproduction 21, 600 15, 600 000 
Other contractual services 26, 200 20, 000 , 200 
General Accounting Office audit 19, 000 12, 000 ~7,000 
Supplies and materials 25, 700 18, 500 , 200 
Equipment 2, 000 6, 000 —, 000 
Refunds, awards, and indemnities 500 500 0 
Taxes and assessments_- | 2, 900 1,900 , 000 


Total obligations. ..._...-......_] ; 000 | 2,800,000 2,500,000 | —1, 140,000 —300, 000 
' 


Mr. Frantz. Mr. Chairman, that is a request for an inerease—or 
rather for the restoration—of $300,000 which was the reduction made 
by the House in the budget estimate. The request was for $2.8 million. 
The House figure was $2.5 million. That is for the administrative ex- 
penses of liquidating a number of programs which are no longer 
active, of which by far the largest is war and defense housing, which 
Mr. Slusser referred to. This is the other $2.5 million of the $11.3 
million, which Mr. Slusser mentioned as the administrative budget of 
PHA, being $8.8 million of appropriated funds and $2.5 million of 
receipts, which is covered by this item. 

Senator Magnuson. Well, the House has a lot to say about this: do 
they not./ 

Mr. Frantz. Yes, sir. 

Mr. Cote. Mr. Chairman, it is a difficult, complex, and very, shall 
I say, unsatisfactory program in this way: The Congress has directed 
us to dispose of all this housing, which is proper. The Government 
should get out of the war-housing program—— 
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Senator Magnuson. This is temporary housing / 

Mr. Cote. Mueh of it is temporary, and some is permanent. We 
are striving very vigorously. Mr. Slusser has the responsibility in 
the Public “Housing Administration to do this job. He is doing an 
excellent job of it, ‘but we are getting now to a hard core of housing 
in which many people are living and every time we start to close one, 
we find considerable problems arising. Mr. Slusser may want to 
comment more fully on it. 


HOUSE COMMENT ON MILITARY HOUSING 


Senator Magnuson. I think the House in its last paragraph—I can 
see in this case what they were trying to do and I think it is a laudable 
goal. It reads as follows 

The committee suggests that the Department of Defense be urged to cooperate 
by declaring property surplus it does not need or, take over the properties that 
it requires and then terminate the program. 

Apparently your contention is that they are not doing that? 

Mr. Coir. Mr. Chairman, I do not know that we can put it as a 
contention on our part. 

Senator Magnuson. Let us say they are slow in determining what 
they want and what they do not want 

Mr. Coir. V ery true, but we must recognize that in some cases the 
military have some problems with respect to the housing of their peo- 
ple that have not been taken care of. When they say it is a matter of 
defense, a matter of security of the Nation, that these people be housed 
in those projects, then we have a real problem. 

Senator Magnuson. I mal think that when they say that there 
is not much you fellows can do about it. 

Mr. Corr. That is right. 

Senator Macnuson. But what the House is trying to do is say 
through you to the Defense Department, “Do something definite about 
this one way or another.” 

Mr. Stusser. The attitude of Congress has been that we should get 
out of this business as quickly and as ‘fast as we can. We have written 
to the military, to all branches of the military, and have set our posi- 
tion up rather firmly with them, and told them that we want action 
on these projects: Either that they should take them over or release 
them so we can dispose of them. We have given them a time limit. 

I would like to say they have been very cooperative in that, and | 
recognize they have certain problems and we have to go along with 
them when they find themselves in a difficult position. ‘But generally 
they have been very cooperative, and we are moving rather quickly. 


TOTAL MILITARY UNITS 


Just as a matter of record, at the beginning there were some 992,((0 
of these units. There have been disposed of 871,632. We expect by 
the end of the fiscal year 1956 that there will only be 61,000 units left. 
And I have told the Administrator that at that time we would turn 
the whole thing back because I feel those are manageinent properties 
that will be in being for the next number of years. 
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(The following information was submitted :) 
Progress in disposition of federally owned housing units 


Remaining on hand 


Total built _ 


oracquired | june 30, Mar. 31,  June30,1955 June 30.1956 


1954 1955 estimate estimat 
ig © 
Public war housing 

Permanent 182, 095 84, 395 72, 142 55, 395 
Temporary $44, 334 84, SS6 3, O56 46, 936 
Homes conversion 49, 565 0 0 
Defense housing 15, 563 15, 389 3, 347 13, 347 
Veterans’ refuse housing 266, 926 11, 584 3, 75 4, O10 
Subsistence homesteads & green towns 5, 419 9 0 
Defense Homes Corporation 11, 489 0 0 
rplus Property Act 16, 534 0 0 


Total_. , 91, 924 196, 263 35, 312 119, 688 
Adjusted for units not completed. 


Senator MaGnuson. In other words then, the hard core that remains 
you are going to have to take that over like you are doing in some of 
these holdovers you had in the last one. Is that the story? 

Mr. Stusser. Let some management organization continue to man- 
age them. 

Mr. Franz. May I add one point on that? 

The amount available for this current year 1955 for that liquidating 
operation is $3,940,000, Therefore, in the budget estimate of $2,800,- 
O00, we are pl: mning to reduce the cost of that activity by somewhat 
more than $1 million, better than 25 percent. The House action would 
say that we should reduce it by an additional $300,000, and we don’t 
think we can do that without losing the momentum in this disposi- 
tion « peration. 

Senator MAGNusoN. It seems to me. with all of us trying to get rid 
of this and work ourselves out of these things, we should not skimp 
ourselves in our ability to go ahead as fast as we can. 

Mr. Core, Right. 

Senator Magnuson. Rather than to cut the funds which might have 
just the complete opposite effect of what they are talking about in the 
Hlouse report. 

Mr. Frantz. That is exactly it. 

Senator Magnuson. You have a long justification for that here, 
and the committee will read that in marking up the bill, and the activi- 
ties. But 1 think the figures on getting rid of 800,000 plus, out of 
900,000, is pretty good so far. 

Mr. Core. I think so. 

Senator Magnuson. Considering the backing and filling of the 
military in some cases, whether this is needed or not needed. 


HOME LOAN BANK BOARD 


The Home Loan Bank Board: I want to talk to you about that. 

This is off the record. 

(Discussion off the record. ) 

Mr. Coir. We would just as soon have this on the record. 

Mr. Dixon from the Home Loan Bank Board is here, together with 
Dr. Husband, and I would suggest that Mr. Dixon comment on it. 
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Senator Dirksen. Let’s see if we can clarify the picture. My, 
understanding is that there was a request here for two functions. One 
was to expand somewhat the Examining Division for the purpose of 
rechecking, if necessary, the type of examination that the State authori- 
ties make. Is that correct? 

And the other item, somewhat larger in amount, deals with expan. 
sion of the appraisal function. 

Mr. Dixon. Senator, I think I can explain that. 


EXPANSION OF EXAMINING PROCEDURES 


The first item, the item of $125,000, contemplated no change or no 
expansion of the examining procedures. 

Senator Dirksen, Additional vou mean. 

Mr. Dixon. There were five States that we discovered—or I dis. 
covered when I became a member of the Bank Board—in which - 
eXaminations of the State supervisory authorities were accepted b 
our Board as sufficient. In the other 43 States our examiners were ex- 
amining these insured State institutions along with or in conjunctiton 
with the State examiners. 

Now, personally, I was not satisfied that the Board had any author 
ity to delegate that particular function to State authorities. In other 
words, it was my contention, and still is, that an institution, say, that 
had grown from maybe $1 million in assets in 1942, to $20 million 
now, if anything h: ippened to that particular institution and we were 

alled over to explain to a Senate committee and were asked the que 
tion whether our examiners were there last year, I would, if I were 
the witness, have to fumble and say, “Well, frankly, Senator, our 
examiners weren't in there last year.” 

Well, then, the normal question for the Senator to ask would | 

“When were your examiners in there?” 
And I would check and I would say in 1942. 
I don’t feel that IT would be in a very comfortable position. 


FIVE STATES INVOLVED 


Senator Dirksen. Let me ask at this point what are the five States / 

Mr. Dixon. Hlinois is one them-—IIlinois, New York, Louisiana. 
Wisconsin, and Texas. 

Senator Dirksen. And why have no examinations been conducted 
in those five States? You are not lacking in legal authority, are 
you! 

Mr. Dixon. No. That is right, Senator. 

As I] understand, it was instituted, or the agreement was made dur- 
ing wartime when it was very diflicult to obtain enough examiners 
to perform the functions, and, rather than extend or “lengthen the 
period between examinations, it was just simply an agreement made 
by members of the then Board to accept the State examinations of the 
State-insured associations in those States. 

Senator Dirksen. But you have legal authority to do this. 

Mr. Dixon. Yes; I think we have legal authority, and I think we 
have the definite obligation. 

Senator Dirksen. And a similar function is taking place in 43 of 
the other 48 States? 
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Mr. Dixon. That is right; yes, sir. 
senator Dirksrx. One other question. 


EXAMINATION EXPERIENCE 


What has been your experience in those five States with respect 
io the examinations conducted thus far ¢ 

Mr. Dixon. In general, I think they have been very good. What 
purticularly brought this to our attention was complaints as to the 
yperations of a couple of associations that were not examined by our 
folks. And from that there developed a theory or the feeling on 
iy part and also on Mr. MecAllisters’ part that that was a function 

ve should not delegate. 

Senator DirksEN, I should say for the record that, as I recall, no 
stitution in Illinois has talked to me about this. This came to my 
attention from an association in California. 

Mr. Dixon. I would like to have Mr. Walters, who is our—— 

Senator Macnuson, That is something I don’t understand, too. 
My people, the Federal savings institutions and the savings and loan 
nstitutions, of which I think there are only two in my St: ate, very 

large ones, called this to my attention, and apparently you are in there 
examining with them. 

Mr. Dixon. Yes. And I think there is a little misunderstanding. 

| want to be perfectly frank. 1 think probably some of the associa- 
tions are referring to another item. 

Senator Magnuson. The appraisal item. Iam going to come to ihe 
ippraisal item. 

Mr. Dixon. Rather than this $125,000 item. 

Senator Magnuson. They called my attention to both of them. 

Mir. Dixon. Now, in explanation and so the record will be clear on 
the matter raised there, that this $125,000 item was not submitted to 
the budget—actually it was submitted to the budget as an amendment. 
It was not cleared at the time we were called before the House commit- 
tee. But it was submitted, and the reason for the delay was be- 

cause this decision on the part of the Board was not made in time to 
ive it a part of the regular budget, and it was sent over to the budg- 
et as an amendment. And it was not cleared in time. But we were 
assured that it would be proper for us to bring it to the attention 
of the House committee. I think Mr. Cole is familiar with that fact. 

Mr. Cour. Yes, sir. 

APPRAISAL ITEM 


Senator Dirksen. What about the appraisal item / 

Senator Magnuson. Here is a summary I have which we can put 
in the record, or any way you want. This is on the appraisal items. 
It says that the Home Loan Bank requested $500,000 for administra- 
tive expenses of the Federal Savings and Loan Corporation for fiscal 
1956, which was cleared by the Bureau of the Budget, was it not ? 

Mr. Dixon. Yes. 

Senator Macnuson. I think they thought it was. 

After hearings on the appropriation bill for Independent Offices, 

he Home Loan Bank submitted, by letter, again a request for $485,- 
00 additional funds for administrative expenses for the Corpor ation. 
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plus an additional $75,000 to the travel expense item of $15,000.) This 
doubled the administrative expense request. The $500,000 was 4 
$45,000 increase from the previous year, which was $455,000. Its pur 
pose, it is said, would be to set up 11 district offices with a stat of 
people in each to make appraisals. There is absolutely, they conte ‘a 
no justification for this doubling of administrative expense of the 
Federal Savings and Loan Corporation, and it is entirely without 
prec edent. 

One, it sets up an independent appraisal system for financial insti- 
tutions which are already supervised, and with a full cheek on their 
real-estate security by the supervisory division of the Home Loan Bank 
Board and to the officers of the Home Loan Bank Board as superyv Isory 
agents. 

Two, the present act governing the operations of the Federal Say 
ings and Loan Corporation, title [TV of the Housing Act, contemplates 
supervision of the Federal association by Home Loan Bank Board 
supervisory division, and State associations by State savings and loan 
supervisors. This would seem to impose legislation putting a high 
legree of supervision in the Federal Savings and Loan Insurance 
Corporation by an appropriation act rather than by legislation with- 
out opportenity for hearings. 

Three, the requests submitted were last-minute decisions apparently 
brought on by encouragement from the House Appropriations Com 
mittee rather than a carefully thought out need. 

I euess we will agree there were no hearings on this, were there / 

Mr. Drxon. That is right. 

Senator Magnuson (reading) : 

The doubling of the appropriation items seems to be unnecessary. The Fed 
eral Savings and Loan Corporation item should be changed back to the amount 
which should be done by the following changes 
and so on. 

Mr. Dixon. Mr. Chairman, substantially I think the analysis there 
is correct. There are some errors possibly in detail. 

Senator Magnuson. This is just a synopsis that IT made on my own. 
I have letters, i I did not want to clutter the record. 

Mr. Dixon. I understand, Senator, but I wanted to point out that 
at this stage, of course, in the first place, the authorization has not 
cleared. So we have no definite plans, and there wasn’t any budget 
proposal made covering this item of $485,000, So, as to the matter of 
setting up the 11 field agencies and so forth, that is possibly jumping 
at conclusions to some extent. 

Senator Magnuson. If you did it you would have to set up some. 

Mr. Dixon. Yes, although I was going to say, in the letter which 
the chairman of our board, Mr. McAllister, sent over he does set out 
in detail how this money, or explain in detail in the letter to the House 
committee how we propose to spend the money, or how the insurance 
corporation would spend the money. 


VISIT FROM HOUSE GROUP 


Now, of course, as also was indicated in your summary there, this 
matter was a result of our visit to the House Subcommittee on Inde- 
pendent Offices. And, while the appraisal suggestion was not inl- 
tiated by the members of that committee, there was a number of quo- 
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tations that I might refer you to which indicated the concern of the 
members of the committee, and particularly the chairman, about our 
supervision of the savings and loan industry. 

Frankly, Congressman Thomas, who is chairman of that committee, 
proposed that we make examinations, or that we set our schedule to 
make examinations of these institutions every 6 months for the next 
12 months, 18 months, or 24 months in place of on an annual basis, 
which was the goal we were trying to reach by the budget we did 
submit. 

Since we do make the examinations of the State-insured associa- 
tions jointly with the State authorities, that would necessitate a com- 
plete change in the examination procedures of 48 States. It would 
be very difficult. 

Senator Magnuson. Don’t you think in a case like this where you 
are going to have this duplication and you do have this system now 
wor king “that these people ought to have a chance to come in and be 
heard as to what they think about it? 

Mr. Dixon. Unfortunately, when a matter of this kind is—— 


POINT OF ORDER LEGISLATION 


Senator Magnuson. Your plan may be awfully good. IL don’t 
know. It may be all right, or it may not be all right. But it is legis- 
lating by appropriation bill, and even if it is good I say that any plan 
that is forced without everybody having their say sometimes starts 
out with a handicap, in my opinion. 

a Dixon. Senator, I will certainly go along with you on that. 

yas going to try to refer to where C ongressman Thomas said to 
come back tomorrow afternoon and tell us what you propose to do. 
Should we go back and say “Well, now, everything 1s Just lovely. 
There couldn’t be anything wrong.’ 

Senator Maenuson. I don’t blame you for that at all. 

Mr. Drxon. There couldn’t be anything more. And then in about 
5 years have something go sour. And I have seen the members of 
Congress grab the book and say “Didn’t. we ask you in 1955 whether 
you needed to do something additional in the way of protecting this 
industry ?” 

Senator Magnuson. Yes. 

Mr. Dixon. So we were in a rather unfortunate situation. We 
had to either say that there wasn’t anything that could possibly be 
done that we weren’t doing. We had to agree to the 6-month schedule, 
which we did not think could be worked out at all without a terriffic 
impact and disagreement with the State examining officials. Or we 
had to propose something that we thought would be beneficial and 
helpful to the soundness of the business as an alternative. And that is 
what this is, very frankly. It was submitted as an alternative to the 
proposal for a 6-month examination. 


PROTEST TO EXAMINATION POLICY 


Senator Maenuson. Here is a fellow who says that : 

If it is to be the congressional policy that real estate loans of all financial 
institutions, including mutual savings banks and commercial banks, as well as 
savings and loan associations are to be checked by special Federal sppraisers 

62275—55——_15 


> 


eikit 


= 


“ , iRnN it: 
DRM LEU Rbava ls BS LEEW 





224 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


outside the regular supervisory procedure, legislation should be drawn to that 
effect. If not, I certainly most vigorously protest the singling out of savings 
institutions in an appropriation bill for this unprecedented scrutiny. Even where 
the Federal Government has a very direct participation such as with VA and 
FHA loans, it has never been proposed, to my knowledge, that appraisal as ‘ks 
be made after the loan is made. My borrowers who have made their regular 
mortgage payments will certainly resent the appearance of appraisers at ee ‘ir 
homes. 


I think he has a point there. 


You can be sure that savings aud loan leaders will welcome any carefully 
developed plan to improve appraisal techniques and are as anxious, if not more 
than anyone else, to see that our institutions are sound and well manased, 
Where examinations indicate unusual delinquencies or other weaknesses the 
supervisory can, under existing authority, take necessary steps without giving 
u black eye to the entire savings and loan business. 


Now, right or wrong, that is the way some of them feel about. ir 


SUMMARY OF PROCEDURES 


Mr. Dixon. First, I think I would like to summarize the procedures 
that we have tentatively in mind in case the program was approved 
by the Congress. 

Senator Magnuson. I will tell you what you do with that, because 
the hour is getting late, and the Senator from Tinois and TI have to 
go down and do some more voting: We will leave the record open in 
all these cases. You put it in there so there will be no misunderstand- 
ing about this matter. And I, for one, do think before we proceed on 
a matter like this we ought to at least give these people a chance to 
come in and sit down and know what is going on. 

Mr. Dixon. Certainly I would be the last one, Mr. Chairman, to ob- 
ject to that. 

Senator Magnuson. I know you would. I cannot blame you for 
coming in with the proposal if you have been asked to do so. 

Mr. Dixon. It was suggested that we should. 

Senator DiKsen. In- your ee Mr. Dixon, I wish you 
would belabor this one point : I don’t know how, from a piece of paper, 
you can make an effective reappraisal. It would occur to me you 
would have to go out there, or somebody would have to go out and 

take a look. I am sure I could not take a sheet and see what they had 

allocated for land cost and construction cost and odds and ends and 
say that it was good or bad without having some notion about it. That 
certainly would not be an appraisal, in my judgment. And how this 
could be made effective without actually making a reappraisal I don't 
know. That would require a lot of people, I think. 


CLASSIFICATION OF LOANS 


Mr. Dixon. If you were going to appraise every loan, of course it 
would, Senator. Of course, the idea, as contemplated by the chairman 
Mr. McAllister—who, of course, has had many years of experience 
actually in the business and as managing an association—his idea was 
that these appraisers would go out and take a certain number of loans 
from a specific association and check them. ‘They would classify them 
either as satisfactory, excellent, maybe passable or poor. Now in the 
cases where they found a significant number of loans which they would 
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classify as poor, then that would require a little closer scrutiny than 
the ones where the security apparently was more adequate. | 

Senator Magnuson, What about the fellow that has the mortgage? 
| would go down to the bank and say “What have you been doing to 
me! [have already put my name on the line.’ 

Mr. Dixon. Lam glad you are going to leave the record open so that 
we can get in there the things we want to tell you. And it is under- 
standable that there would be a lot of misunderstanding because, as 
you pointed out, there wasn’t any opportunity given for the industry 
people to come in and testify, nor for us to make the preparation that 
we would like to make. 

(The information referred to follows :) 

Home LoaAN BANK Boarp, 
HovuSING AND HOME FINANCE AGENCY, 
Washington, D. C.. May 11, 1955. 


~*~ 


Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee of the Senate Appropriations 
Committee, United States Senate, Washington, D. C. 

Drak SENATOR MAGNUSON: As requested by you, we are glad to submit for the 
record a statement covering the following two points that were raised for dis- 
cussion by the Independent Offices Subcominittee of the Senate Appropriations 
Committee : 

1. Increase of $125,000 in the authorization for examinations provided by the 
House of Representatives, 

2. Increase of $485,000 in the budget authorization for the Federal Savings and 
Loan Insurance Corporation provided by the House of Representatives for the 
special purpose of reviewing the property security of member institutions. 
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Increase of $125,000 in the authorization for examination 


The original budget request of $2,870,000 for the Division of kxaminations for 
fiscal year 1956 contemplated the overcoming of a backlog of past-due supervisory 
examinations and the establishing of the examining schedule on a current annual 
hasis. The additional requirement of $125.000, which was approved by the House 
of Representatives, arose out of the recent decision of the Board to resume exam- 
inations of all insured State-chartered savings and loan associations in the five 
States where the Board had been accepting for supervisory purposes the exami- 
nitions Imade independently by the State examining agencies. This action had 
not been determined by the Board when the 1956 budget request was submitted. 

The Board, in making its determination, felt that: (1) there was a fundamen- 
tal question involved as to the grounds upon which the Board could sustain 
such a delegation of one of its basic responsibilities ; (2) the impact of the greatly 
increased size and the business volume of insured institutions npon the responsi- 
bilities of the Insurance Corporation called for a reappraisal of the arrangement ; 
and (3) the same standards should apply in obtaining information on all insured 
savings and loan associations, and to this end the Board believed the objective 
could best be accomplished by unified control of examination requirements and 
procedures, 

The resumption of examinations in the States of Illinois, Louisiana, New York, 
Texas, and Wisconsin, places the examination program in those States on the 
same basis as that in effect in all other States. The additional workload is com- 
prised of 422 savings and loan associations which it is contemplated will be ex- 
amined jointly with the State agencies, the procedure generally followed through- 
out the country. 

We may emphasize that the additional requirement does not in any way in- 
volve an expansion of the examining procedure or a change in the basic examin- 
ing program of the Board. Arrangements have been completed and joint exami- 
nations already resumed in the States of Illinois, Texas, and Wisconsin. The 
program in the other two States will become effective within the next 60 days. 

If the additional request of $125,000 is not approved, the result will be that 
some examinations must be delayed beyond the annual period. If the schedule 
of examinations cannot be maintained currently, the Board and the Federal Sav- 
ings and Loan Insurance Corporation cannot properly discharge the supervisory 
responsibilities placed on the Board by the Home Owners’ Loan Act and by title 
IV of the National Housing Act. 
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lucrease of $485,000 for Property Review Program 

The same basic thought of responsibility is present in the proposal to review 
the property security underlying the loans made by insured associations. Con- 
trary to numerous advices that some committee members apparently have re. 
ceived, the program that is proposed would not result in dual supervision, 
Rather, the property security analysis would simply be made a part of the 
examination report without any change whatsvever in the existing processing of 
snch reports by the supervisory authorities. Nor would the owners or occupants 
of the property be unduly inconvenienced by the review examiners, as is made 
clear in the ensuing summary statement of the proposal. 

The primary purpose of the program is to provide a sound basis for evaluating 
the lending policies and practices of insured institutions. Needless to say. the 
review would have to be of a spot-check type for reasons of both physical ability 
and commonsense examination procedure. Moreover, the initial review of the 
properties would not result in specific valuations, but rather there would be a 
simple expression of opinion as to the quality of lending: in other words, whether 
the lending appears to be generally satisfactory or unsatisfactory. In the event 
the review examiners reach the opinion that a considerable number of unsatisfac- 
tory loans are being made, then and only then would a broader appraisal check be 
made. 

In the event appraisals are necessary, it would be our purpose, first, to select 
local independent fee appraisers and, second, in order to assure understanding by 
tht occupants of the property, the savings and loan association would be given 
the opportunity to make the arrangements for the visit of the appraiser. 

As stated previously, there is clearly involved the question of responsibility for 
the results of the insurance program. While the liquidation of an insured insti 
tution necessarily means that the savers are paid by the Insurance Corporation, 
it is obvious that the losses will be determined by the quality of the mortgage 
loans held by the liquidating institution. In other words, the underlying risk of 
the Insurance Corporation is determined mainly by the quality of the mortgage 
loans. As indicated in my testimony before the subcommittee of the Committee 
on Appropriations of the House of Representatives on this same subject, our ex- 
aminers “check the books of the institution to see that the institution is keeping 
a first-class set of records, * * * that its operations have been carried on in 
secordance with the law, the statutes, and the rules and regulations. However, 
we make no appraisal whatsoever of the value of the property on which the in- 
stitution has made its loan. That is a thing that I think is very important.” 
In response, Mr. Thomas, the chairman of the subcommittee, raised the question 
as to the worth of such limited examinations. 

Under the circumstances, when the subcommittee of the Committee on Appro- 
priations of the House of Representatives indicated its willingness to approve 
additional funds to strengthen our examination procedure, we naturally gave 
quick but careful thought to the proposal in the light of our responsibilities. 
We concluded that reasonable protection of the insurance risk, now amounting to 
over $25 billion, warrants a firsthand review of the underlying property security. 

It is noted that some of the correspondents writing to your committee have in 
dicated that the increase in the budget authorization of the Insurance Corpora 
tion would, in effect, constitute legislation without a hearing. Actually, no new 
authority would be enacted by this proposed measure, the only effect of whic! 
would be to increase the amount of the budget authorization. The Insurance 
Corporation has always had the authority to conduct property reviews and to 
make apvraisals and, tudeed, the Board actually conducted a program similar 
in some respects to the current proposal on a restricted scale in 1944 and 1/45 
limited funds and other pressures on the examination schedule made it necessary 
to discontinue the appraisal feature. However, the authority to make appraisals 
has existed from the time the insurance statute (title TV of the National Hous 
ing Act) was enacted, and has been put into effect for special purposes rather 
frequently. The only innovation in the authorization approved by the House 
is the amount. 

In conclusion we wish to emphasize that we believe the main issue to be th 
protection of the insurance risk and the proper discharge of our responsibilities 
as members of the Home Loan Bank Board. We respectfully request that the 
Independent Offices Subcommittee of the Senate Appropriations Committee con 
cur in the action taken by the House of Representatives. 


Sincerely yours, 
WALTER W. McArLister, Chairm: 





Caus 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 


LIQUIDATING PROGRAM 


Senator Macenuson. I think we ought to have some testimony on 
both sides of this matter. Then we can decide. 

Now let us see what other items we have here. There was one item 
missed under the liquidating program where you want to add $3 mil- 
lion. Isthat correct ¢ 

(The justification appears on p. 214.) 

Mr. Frantz. That is correct, Mr. Chairman. That has to do with 
the operating costs of the war emergency housing. 

Senator Magnuson. We went into that, did we not? 

Mr. Frantz. We talked about the administrative expenses. 

Senator Magnuson. Isee. Thisisthesecond item in the list. 

Mr. Frantz. Yes, sir. This money is used largely for such expen- 
ses as payments in lieu of taxes, utilities, and repairs, maintenance 
and replacements on the war and emergency housing that is still op- 
erated by the Federal Government. It is our estimate that the amount 
of housing we will be able to dispose of will not be great enough to 
make it possible to operate the balance for $10 million, and we believe 
that if the estimate is reduced by as much as $3 million it will result in 
the further deferral of maintenance that really properly should be 
done, with deterioration of the properties and inconvenience to the 
people living inthem. There is not much that can be done about such 
things as utilities and taxes. So if you have to cut somewhere you 
cut on maintenance. And we have, in fact, maintained these prop- 
erties at a very low level. 

(The following information was submitted :) 


Revolving fund (liquidating programs) analysis of fiscal year 1956 
nonadministrative expense limitation 


Payments in lieu of taxes 

Utilities 

Repairs, maintenance, and replacement 

Management expense 

ae UIE iti ence crests into inn cneven cieenicinartammnt i tient meses tenes 
Dispesiiienh and custodial expenscs... 20 nice 
General expenses 


Total S RWCCt a a ee a eae ee ewe esie nae 23, 822, 400 
TOTAL UNITS 


Senator Dirksen. How many properties or units have you got in 
this? 

Senator Magnuson. They have them in here some place. 

Mr. Frantz. I have that figure here. 

Senator Maenuson. That 1s the ones you have left. Don’t you have 
that in here? 

Mr. Frantz. Yes, sir. We have a total of 135,000 units in the 
inventory as of the end of this year. 

Senator Maenuson. $13 million for one-hundred-some thousand. 
How much would that be a unit? 

Mr. Frantz. It is actually worked out on a unit-month basis be- 
cause you are disposing of projects, and the number of units is drop- 
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ping all during the year. As I recall the figure, it is about $22 per 
unit per month. 
Senator Magnuson. All right. You have that justification here, 


FEDERAL HOUSING ADMINISTRATION 


The last one is the Federal Housing. Mr. Mason's statement will 
be filed for the record. 
(The statement referred to follows:) 


HOUSING AND HOME FINANCE AGENCY) 


FEDERAL HovusiInGc ADMINISTRATION 
Estir ate 


A dminis‘rative expenses $6, 650, 000 
Nonadministrative expenses 38, 350, 000 


(House hearing, p. 1469) 


The Federal Housing Administration requests the following changes in the 
Appropriation bill (H. R. 5240) as passed by the House: 

(1) Page 44, line 8, strike out the figure “S5,900,000" and insert in lieu thereof 
“$6,650,000"—the estimate, an increase of $750,000 in the authorization above 
the amount allowed by the House. 

(2) Page 44, line 20, strike out the figure “S500” and insert in lieu thereof 
“$1,500.” 

(3) Page 44, line 23, strike out the figure “$33,000,000” and insert in lieu there- 
of “$38,350,000"—the estimate, an increase of $5,350,000 in the authorization 
above the amount allowed by the House. 


HOUSE REPOR' 


The House of Representatives report on the bill, page 11, contains the follow- 
ing statement: 

“During hearings the costs for administering the loan guaranty programs of 
the Federal Housing Administration were compared with those of the Veterans’ 
Administration and the FHA costs were clearly too high. It is suggested that 
the Administrator examine such costs and take such steps as are necessary to 
get them on a more realistic basis.” 


JUSTIFICATION 


The justification which follows makes a Comparative analysis of FHA-VA 
costs for mortgage insurance and loan guaranty operations, and outlines FHA’s 
need for $6,650,000 and $38,350,000, respectively, for administrative and non- 
administrative operating expenses. It is believed that the facts establish that 
FHA’s costs do not compare unfavorably with the costs of the VA loan guaranty 
programs, and that the full amount of the budget estimates is needed for FHA’s 
operations in 1956 and would be a wise expenditure of the requisite portion of 
FHA fee and minimum income for that year. 


I. VA-FHA COST COMPARISON 


Va loan guaranty program—F HA mortgage insurance program 

Reference was made in the House report on the bill to a comparison during the 
course of the hearings of the loan guaranty item included in the VA appropria- 
tion with the FHA authorization for operating expenses paid from fee and 
premium income. The conclusion of the House committee as stated in the 
report was that “FHA costs are clearly too high.” Comparative analysis of 
the full cost of VA loan guaranty case processing (as distinguished from the 
appropriation item which represents only a fraction of the processing costs) with 
FHA’s expense authorization (which represents the full cost of the FHA pro- 
gram) does not support a conclusion that FHA costs are high compared with 
those of VA. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 229 


VA costs borne outside of the budget 

{ppraisals.—The cost of VA appraisals is not cleared through the budgetary 
process and the appropriation structure. These appraisals are performed by 
fee appraisers who are paid their fees directly by the veteran, builder or seller, 
The fees are typically $20 for an existing home and $20 for a new home not 
a part of a subdivision treated as a group. The fees for group cases handled 
by a committee of appraisers are $20 to $60 per basic plan involved in the 
group, plus $10 for each additional elevation involved in the group, plus 
$4 to $6 per lot in the subdivision. The Veterans’ Administration  esti- 
mates that these fees on group cases average approximately $7.50 per dwelling 
unit. (See House hearings on VA appropriation, fiscal year 1956, p. 1267.) 

All of the comparable FHA expense is borne by the FHA budget and paid 
from fees and premiums collected from the mortgagor or builder and paid 
to FHA by the mortgagee. 

Complance inspections.—Under the VA system, complance inspections are 
performed by fee inspectors paid directly by the veteran or builder and not 
included in the VA budget. These inspection fees are in the range generally 
from $5 to $7.50 per inspection. At least 3 inspections are made on each dwelling 
unit resulting in an inspection cost per unit of $15 or more. 

All FHA inspections of dwelling units under construction are performed by 
FHA staff inspectors and costs are included in FHA’s budgetary authorization 
and paid from fees and premiums collected by FHA. 


Services performed by FHA on VA cases 

It is a very general practice for builders to secure FHA commitments and FHA 
subdivision analysis and to build the homes under FHA compliance inspections 
and then to finance the sale of them through VA guaranteed mortgages. These 
cases are completely processed by FHA including subdivision analysis, appraisal, 
architectural analysis and compliance inspection. In such cases VA secures 
an appraisal, but utilizes FHA’s subdivision analysis and engineering, architec- 
tural analysis and complance inspections. In addition, VA refers to FHA any 
complaints on the VA financed dwellings constructed under FHA inspections. 

All of the FHA expenses on such cases are borne by the Federal Housing 
Administration, included in the Federal Housing Administration’s budget paid 
from fees and premiums collected by FHA. These expenses are not reflected as 
an expense of the Veterans’ Administration, although the loan is guaranteed 
by VA. It is estimated that more than 300,000 compliance inspections in the 
fiscal year 1955 were performed by FHA on homes financed ultimately by VA 
guaranteed mortgages. 

The Veterans’ Administration estimates that approximately 25 percent of all 
of the subdivisions of new homes in which mortgages are guaranteed by VA 
receive their subdivision analyses from FHA. Indications from some FHA 
offices are that the percentage may be very much higher at least in certain 
localities. For example, one area reports “substantially all operative builders’ 
proposed construction applications originate and are possessed and inspected 
by FHA personnel in this jurisdiction, even though approximately 80 percent 
of the mortgage loans are finally guaranteed by VA.” 


Rent, common office services, overhead and other expenses included in FHA 
budget but not included in the loan guaranty item of the VA budget 

All of the expenses of the Federal Housing Administration including rent, 
common office services, overhead, supplies ad other miscellaneous costs are 
borne by the FHA budget and paid from fees and premiums collected by FHA, 
As stated in the VA Loan Guaranty Decennial Report: “Expenditures for admin- 
istrative expenses do not include a pro rata share of general overhead costs 
such as office space, supplies, equipment, communications, ete.” 


II. EXPLANATION OF REQUESTED AMENDMENTS 


(1) Administrative expenses 
Page 44, line 8, strike out the figure “$5,900,000” and insert in lieu thereof 


“$6,650,000"’—the estimate, an increase of $750,000 in the authorization above the 
amount allowed by the House. 

The administrative expense request for the fiscal year 1956 must be evaluated 
in the light of the investigations of FHA operations which took place during the 
past year. <A searching investigation was conducted by the Senate Banking and 
Currency Committee and, simultaneously, by Presidential directive another 


a 


i 


-FE ba Te GF 


+s 


Ftttei 


SUSALSE DONA LAN Dndasa Ds V8 dELWeS 


St23 2 


wi 





230 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


investigation of FHA operations was made by a special investigative grou) 
operating under the direction of the Administrator of the Housing and Home 
Finance Agency. At the same time FHA itself subjected its internal opera- 
tions to a thorough reappraisal and a careful scrutiny of every aspect of its 
organization, procedures, policy and stating which might have been a source of 
weakness in its operations. One salient fact became apparent as a result of 
these studies, that is, that the Federal Housing Administration needed to spend 
a greater portion of its fee and premium income in supervising and controlling 
its necessarily decentralized insuring operations and in the development, main- 
tenance and firm application of sound standards of construction and risk 
determination. 

During the period from fiscal 1950 through fiscal 1953 FHA’s administrative 
staff through which its controls over operations must be exercised, had been dras- 
tically cut from an average employment of 1,050 in 1950 to 819 in 1953. At the 
same time insurance in force rose by approximately 50 percent. The result of 
this heavy curtailment of staff in the face of rapidly growing insurance servicing 
workloads was that FHA was forced to channel more and more of a dwindling 
budgetary authorization into the day-to-day accounting work and other servicing 
necessary to maintain the billions of dollars of insurance in force and to reduce 
very seriously the funds available for supervision, technical standards develop- 
ment and enforcement, and audits and other controls over operations. 

Complete reorganization plans were approved to strengthen top level staff, 
provide for more effective technical standards and program supervision, and 
for a comprehensive audit and independent check on operations. Plans were 
undertaken to provide adequate staff for the continuing financial analysis of 
rental housing projects covered by insured mortgages and for more effective 
supervision of the title I repair and improvement loan insurance activities. 
Steps to carry out these plans were begun in 1955 within the limits of the funds 
available for administrative expenses and in line with the budget plans for 
1956. These steps during 1955 brought the current authorized annual rate of 
administrative expense to approximately $6.2 million looking to completion in 
1956 under the budget estimate of $6,650,000 of the new organization and staff 
to maintain tight controls and eliminate the deficiencies disclosed by the in- 
vestigation. 

In addition to its need for completing its strengthened organization in 1956, 
FHA is confronted with a substantial increase in workload. Insurance in force 
which stood at $17.9 billion last June 30 is expected to exceed $20.1 billion by 
this coming June and to rise to $22.6 billion by the end of the fiscal year 1956. 
New programs, particularly the urban renewal provisions of the Housing Act of 
1954, are expected to reach substantial volume in 1956. Budgetary provision for 
the administration of these programs is needed. 

In the aggregate the full administrative expense estimate of $6,650,000 for 
1956 will provide an average full-time employment of 1,045 as compared with 
1,050 in 1950. 


(2) Limitation on newspapers and periodicals 


Page 44, line 20, strike out the figure “$500” and insert in lieu thereof ‘$1,500." 

FHA requires technical and financial periodicals to keep its actuarial, en- 
gineering, architectural and other technical staffs abreast of current develop 
ments directly relating to FHA construction standards, insuring operations and 
mortgage market conditions. The limitation of $500 will provide inadequate 
funds for this purpose and would impose a handicap on the efficiency of the 
actuarial and technical staffs entirely disproportionate to the $1,000 expense 
involved. 


(3) Nonadministrative expenses 


Page 44, line 23, strike out the figure “$33,000,000” and insert in lieu thereof 
“$38,350,000”—the estimate, an increase of $5,350,000 in the authorization above 
the amount allowed by the House. 

The nonadministrative estimate for fiscal year 1956 is based upon the proc- 
essing in FHA field offices of 857,000 unit applications for mortgage insurance, 
including home mortgages, multifamily project mortgages, and open-end mort- 
gage advances. 

The processing of this volume of work, including appraisals, architectural 
analysis and other technical work and the compliance inspection of housing 
under construction as well as related insurance activities and the collection of 
defaulted notes is estimated to require a nonadministrative expense budget of 
$38,350,000. 
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‘The high current level of applications for home mortgage insurance together 
with a large and growing backlog of applications in the field offices and the new 
programs for urban renewal and servicemen’s housing authorized by the Housing 
Act of 1954 make it imperative, barring an unforeseen change in the economy, 
that FHA be authorized to use a sufficient portion of its fee and premium income 
to meet this estimated volume of applications. 


current volume of applications 


In the 7 months following approval of the Housing Act of 1954, home mortgage 
insurance applications have maintained an average seasonally adjusted annual 
rate of about 740,000. When multifamily mortgage insurance unit applications 
are added, the total annual rate of applications since the Housing Act of 1954 
has been in the neighborhood of 800,000 dwelling units. This total has included 
relatively little urban renewal housing and servicemen’s housing since these 
programs are new and since the urban renewal program requires extensive 
planning and developmental work at the local community level and in the Office 
of the Administrator, HHI A, before FHA applications can be made. 

The allowance for the fiscal year 1956 made by the House bill will be adequate 
for the examination of approximately 700,000 unit applications—nearly 100,000 
less than the rate at which applications have been received in the past 7 months. 
Moreover, it would not take account of the substantial and growing backlog of 
applications in the field offices or the volume of applications which are expected 
in 1956 under the new programs for urban renewal. 

Backlogs 

With the heavy influx of mortgage insurance applications following the Hous- 
ing Act of 1954, backlogs developed rapidly in the field offices. While FHA took 
such emergency steps as were open to it in the absence of further budgetary 
authorization by the Congress, it was not until January when the supplemental 
budget was approved by Congress that comprehensive measures could be under- 
taken to meet the heavy volume of business. Processing staffs in the field 
offices have been working a 6-day week with further overtime authorized as 
required. Recruitment of the personnel authorized by the emergency appro- 
priation act in January has progressed as rapidly as possible. Through these 
measures and by virtue of the seasonally low volume in the midwinter months 
backlogs were held in check and reduced in some areas reaching a low at the end 
of January of about 1 month’s work on the average for the Nation as a whole. 
With the seasonal spring increase in applications, however, despite the continued 
overtime and the additional employment achieved thus far under the January 
appropriation, backlogs rose 10 percent in February and further in the month 
of March. With the seasonal peak volume operations yet to come, FHA must 
look forward to even greater difficulties in keeping abreast of the workload 
between now and June 30 with the almost inevitable result that a heavy baeklog 
will be carried into the fiscal year 1956. 


Relationship of January 1955 emergency appropriation to 1956 estimate 


Under the supplemental appropriation in January (the need for which had 
been recognized in the fall while the 1956 budget was being developed) the field 
offices were authorized to increase their staffs as rapidly as possible to meet the 
workload, bringing the total nonadministrative staff at June 30, 1955, to 5,750 
with a processing capacity of approximately 725,000 unit applications and an 
annual nonadministrative expense rate of $34 million, exclusive of overtime 
expense incident to the 6-day workweek for processing staffs in the field. The 
1956 budget was designed to pick up this staff and expense rate and augment it 
with overtime, intermittent and other employment sufficient to process the 1950 
estimate of 857,000 unit applications. 

The nonadministrative expense limitation of $33 million contained in the 
House bill would provide for the processing of only about 700,000 and will not 
permit the continuation of the overtime needed to reduce backlogs. 


Urban renewal housing 


The major new program provided by the Housing Act of 1954 is that for com- 
bating urban blight and slums through the federally assisted renewal activities 
of communities throughout the country. This program calls for local initiative, 
careful and comprehensive planning, adequate financing, adequate local ordi- 
nances, effective enforcement and local support culminating in the development 
of a workable program and plan of urban renewal which can meet the standards 
and secure the approval of the Administrator of the Housing and Home Finance 
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Agency. Following these steps, FHA is authorized to insure mortgages to finance 
through private capital new or rehabilitated housing in the areas affected, as 
well as housing for families displaced from the renewal areas by governmental 
action. Because of the advance planning at the local level which must be done 
before FHA mortgage-insurance applications may be filed, these programs for 
urban renewal have not had their impact in the current fiscal year so far as FHA 
is concerned. In the fiscal year 1956, more than 100,000 unit applications under 
the urban renewal program are anticipated on the basis of the estimates of 
progress in the urban renewal program made by the Administrator, HHI A, 
Bearing in mind that the House bill would provide less funds than would be 
required even for the annual volume of applications prevailing during the past 
7 months (seasonally adjusted) and, in addition, that a substantial backlog is 
expected to be brought into the fiscal year 1956, it is apparent that further budget 
authorization will be required if FHA is to be in a position to discharge ‘its 
responsibilities under the urban renewal program in the coming year. 


SUMMARY 


In summary, the House bill will not provide adequate administrative expense 
authorization to service the increased volume of insurance in force or to imple- 
ment the plans for more effective technical standards and controls over opera- 
tions, the need for which was so strongly indicated by results of the investigations 
of the FHA program during the past year. The nonadministrative expense au- 
thorization provided in the House bill is not adequate to meet the current volume 
of applications, to curtail the current backlog of applications in the field offices 
or to meet FHA’s responsibilities under the urban renewal program as it is 
expected to develop in 1956. 


STATEMENT OF NORMAN P. MAson, COMMISSIONER, FEDERAL HOUSING 
ADMINISTRATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to discuss the FHA budget for 1956. 

First, I should like to comment on our administrative expense budget request 
of $6,650,000. This budget covers not only normal management functions which 
have been searchingly examined but also reflects further duties, the need for 
which was described by the investigation of FHA operations during the past 
year. As you will recall, the Senate Banking and Currency Committee made 
an extended investigation of FHA beginning last spring. At the same time, by 
presidential directive, the Administrator of the Housing and Home Finance 
Agency, headed up a broad investigation of FHA. Simultaneously, we at FHA 
made a searching reexamination of our own operations, our organization, our 
policies, and the adequacy of our staff to do the job for which we are responsible. 

One fact which emerged most clearly from these investigations was that it 
would have been wise for FHA to have been able to spend a little more of its 
income to maintain close control over its operations. The picture which emerged 
was that of one of the largest insurance operations in the world collecting nearly 
$140 million in fees and premiums this year, writing billions of dollars of insur- 
ance, but having to neglect important safeguards and controls which would 
actually have cost only a very small fraction of its income. 

We need not dwell on the mistakes of the past but we can learn from them. 
We are seeking to build an organization which will do a full and effective job with 
an increasing insurance volume. The staff has to keep pace with the workload. 
In the 1950-53 period, insurance in force increased by 50 percent. This meant 
more workload—it should have been met with an increase in staff; instead the 
administrative budget was reduced and the administrative staff was cut from 
an average employment of 1,050 in 1950 to 819 in 1953. 

In 1945 there were only a few hundred rental projects on which FHA had in- 
sured mortgages. By 1953 there were more than 7,000 but there had been almost 
no increase in the staff responsible for supervising this rental-project insurance. 
More than 5,000 operating statements on large-scale housing projects were coming 
in each year and only about 500 were reached for analysis. In 1953 more than 
400,000 repair and improvement loans were backlogged. Examples could be mul- 
tiplied. The lesson FHA has learned is that checks and safeguards must be 
provided in relationship to the volume of a program. Such safeguards require 
personnel and expense but it is a wise and prudent expenditure. 
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We are trying to build an organization which will keep the program under 
close control, with an adequate technical staff to maintain sound technical stand- 
ards, an adequate supervisory staff to see that they are consistently and firmly 
enforced. We should be able to plan our program, keep a vigilant eye on all our 
operations, and know where we stand at all times. To accomplish this during 1956 
we believe will require an administrative expense budget of $6,650,000—an esti- 
mate arrived at after careful study on our part and after close examination by 
the Bureau of the Budget. This figure will provide an average employment of 
1,045. This employment is higher than FHA has had for several years but it 
is not higher than FHA now needs and has needed to do a good job, and it is 
actually slightly below administrative employment in 1949 and 1950. 

The House figure of $5,900,000 is just not enough to do the job well. To do less 
than a good job is dangerous, unwise, and unnecessary. The difference between 
the House figure and the $6,650,000 needed is only about one-half of 1 percent of 
the fees and premiums FHA will collect in 1956—but it spells the difference be- 
tween a weak operation and a strong one. 

On the nonadministrative budget the question is mainly one of workload—actual 
direct service to the people at the grassroots all over America—the volume of 
their applications to be examined, inspections to be made on their homes during 
construction, and loans to be insured for them. 

We expect to examine about 857,000 unit applications for mortgage insurance. 
The House figure will provide for only about 700,000 which is substantially below 
the current rate of applications since passage of the Housing Act of 1954 and 
takes no account of backlogs now on hand or of the urban renewal activity under 
the new housing act which should develop in substantial volume next year. 

I believe we should prepare for the full estimated volume of business for 1956. 
I certainly do not believe we can afford to budget for less than the volume of 
applications we have been receiving since the Housing Act of 1954 became opera- 
tive last fall. Likewise we cannot avoid facing the fact that we still have serious 
backlogs in many of our district insuring offices. The people of the country who 
pay us for these services have a right to expect prompt attention. I am also 
convinced that we must be prepared for a substantial volume of urban renewal 
housing under the new sections 220 and 221 because I know that many communi- 
ties all over the country are already well advanced in their plans. By next year 
these plans will have matured into a substantial volume of FHA applications. 
As you know, this work of rebuilding our cities will involve many individual 
citizens doing work on small projects as well as the more spectacular large proj- 
ects, If we are to be ready to handle this workload we will need the estimated 
nonadministrative budget of $38,350,000. 

There is one other problem, Mr. Chaircan, on which I would like to comment 
briefly. The House committee, as indicated in its report, jumped to the conclu- 
sion—I do not mean that disrespectfully—that FHA processing costs were un- 
reasonably high because the FHA budget is so much larger than the administra- 
tive figure shown in the budget for the VA home loan guaranty program. While 
this may perhaps be a natural reaction at first glance, I want to assure this com- 
mittee that it is very much mistaken. 

A comparison between the two budgets is very misleading, Mr. Chairman, 
because they are entirely different kinds of budgets. In the first place, the 
FHA submits, under the Government Corporation Control Act, a corporate or 
husiness-type budget. Such. a budget shows all of FHA’s costs—its direct-operat- 
ing costs, its indirect and overhead costs, and its allocated costs such as pay- 
ments of rent for office space. 

Now, the VA budget is very different. It is not a corporate or business-type 
presentation but the more common appropriation-type budget used by most of 
the departments and agencies which operate with appropriated funds. The 
amount shown for the loan guaranty program is only one “activity” figure 
Within the much larger budget for VA general operating expenses. As I under- 
stand it, no costs of overhead and common services are shown in the figure, be- 
cause, naturally, these are all contained in the overall budget of the VA itself. 
The cost of rent is not shown, I am told, because rent for these offices is paid 
by the GSA. 

Now, I am not saying that one or the other type of budget is better; I am 
saying that they are different and that you cannot rightly compare them unless 
you know in detail what each is supposed to cover. 

3ut there are other differences between the two figures which involve much 
larger amounts of money. The FHA budget includes the cost of appraisals and 
of property inspections. These appraisals and inspections are made by FHA 
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employees. The costs are met from fees and premiums paid to FHA by the in. 
sured and, of course, are ultimately borne by the homeowner. The VA budget 
does not include similar costs because under their procedures such appraisals 
and inspections are made by appraisers and inspectors hired on a fee basis. The 
fees are paid directly to the appraiser or inspector by the veteran, builder, or 
seller and therefore are not included in the VA budget. 

This difference alone would account for a spread of many million dollars 
between the two budgets in any given fiscal year. 

This is but one of the indications of the differences between the two programs. 
Let me try to sum up the matter in another way. I am, of course, quite famiilar 
with the method used by FHA in processing applications for insurance. 

In my position as Commissioner I feel very deeply the responsibility I have to 
assure that FHA costs are kept at a minimum, consistent with doing the job 
expected of the FHA. I have personally studied, and I am continuing to study, 
all phases of our operations—both in Washington and in the field. We have 
made many economies and will continue to study each operation. Il am person- 
ally satisfied that FHA costs are not excessive for the work we are responsible 
to perform. 

I am not familiar in such detail with the methods used by VA, although I have 
a general understanding of them. Just as when I was in business, I sought com- 
parison of my costs with those of other similar businesses, just so have I studied 
our costs and VA’s. I have been over the figures and it would be my judgment 
that, in order to produce an FHA-insured or a VA-guaranteed mortgage on a 
home property, somebody has to spend on the average about $50 for processing 
eosts. The $50 figure is not to be taken as the product of a cost study either of 
our operations or VA’s; it is a reasonably well informed estimate, and I do not 
believe it would prove to be too wide of the mark when ali the costs are recog 
nized. 

I do not believe that if all the detailed elements could be worked out, there 
would be found any significant differences in the figure as between the FHA and 
VA programs. From the standpoint of the budget, the main difference is that in 
the case of FHA the entire amount is paid by the Government out of fees and 
premiums which it collects from the borrower, and therefore shows in the FHA 
budget ; in the case of VA, about half of it or a little less is paid by the veteran 
directly out of his own pocket, and therefore does not show in the budget. 

Again, I do not say that one way of doing it is right and the other wrong. I 
am saying only that that is the way the two programs work, because they are 
set up differently in order to accomplish different objectives—in the one case, to 
make a special benefit available to veterans in connection with acquiring homes; 
in the other case, to establish a sound and self-sustaining long-term insurance 
program to raise housing standards and stabilize the home-mortgage market. 

I hope this will make it clear to your committee, Mr. Chairman, why a com- 
parison of the two budgets is impractical. Whether or not, FHA’s costs are tc 
high is a matter of judgment. In my judgment, we would do a better job of in- 
surance if we could afford to spend a little more time and effort on the average 
on each case, rather than less. After all, we are talking about a contingent in- 
surance risk—remote though most of it is—now approaching $20 billion. I hope 
we will not lose sight of that fact in an effort to squeeze a few dollars out of the 
cost of insuring a mortgage by skimping on the basic analyses necessary to a good 
sound underwriting job. 

Thank you. 


Mr. Mason. I believe I can make this very short. We are asking 
for the restoration of enough money to do a real job for the people of 
the country. FHA doesn’t use appropriated funds; it uses the funds 
that are paid by the people who get the mortgages, and we ought to 
have enough funds so that when a man pays us money to insure his 
mortgage we can doit. We have estimated what we think is the work- 
load that we will have to take care of those people. The House ap- 
parently may not think we are going to have as much business as we 
think we are going to have. We havea record of a few months back of 
us now since the 1954 Housing Act, and we are pretty sure we are right 
as to the volume of business we are going to do. I came into this 
Agency 
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Senator MacNuson. If you have enough money to do the business 
you make a little money, don’t you? 

" Mr. Mason. We make money. We only use about 30 percent of 
what we collect, or less than 30, for operating expenses. 

Senator Macnuson. I think the record ought to be clear, despite all 
of this that has gone on in the past, that the Federal Housing Ad- 
ministration has made money. 

Mr. Cote. That is very true, Mr. Chairman. 

Mr. Mason. Mr. Chairman, I came into this Agency a year ago in 
April. I have found need for administrative changes. I have made 
those changes. I have to maintain a staff to properly check on all 
operations and be sure that the irregularities and other problems 
which have occurred in the past don’t occur in the future. That is 
what we are asking for in this budget. 

We were compared in the statement that was made in the House 
report with the Veterans’ Administration. The committee said that 
FHA costs were high in comparison to VA. In my judgment that is 
not correct, I am sure you gentlemen know that it is not possible to 
actually sit down and give you a detailed comparison. But I am a 
businessman and when I ran my business I always watched how the 
other fellows’ costs were. 


COST OF LOAN PROCESSING 


It costs about $50 to process a loan whether it is FHA or VA if you 
put the costs all in. In our Agency we have to have all those costs 
shown in the budget. VA does not have to. We collect from the 
borrower a fee and premiums which pay for the processing of his 


case. The VA lets the veteran pay that outside—to the appraiser or 
inspector directly. When you add it all up you will see the difference. 


REINSTATING OFFICE IN SEATTLE 


Senator Magnuson. I only have one more item here, and this in- 
volves the moving of the office out of Seattle. I won't burden you 
with this letter, but I want to read one paragraph to the Adminis- 
trator. It says: 

Recently Mr. Cole, the Administrator, was in Seattle and there was a small 
informal meeting at the chamber of commerce. At that time Mr. Cole was asked 
if something could not be done to return the administrative authority to this 
area. Mr. Cole stated he would like to see a regional office reinitiated in Seattle, 
but implied a reduction in the budget by the House of Representatives was not 
encouraging. It is hoped this cut would be reinstated in the Senate of the 
United States. 

What do you want me to do? 

Mr. Cote. Mr. Chairman, the statement is, shall I say, not a ver- 
batim quote of my remarks. It is recognized, however, Mr. Chair- 
man, that the great Northwest has had a problem with respect to 
regional offices with this agency and many other agencies. As I ex- 
plained to these people, and would like to explain to the chairman, 
we want to and will see to it that the Northwest has the services to 
carry out the functions of this agency. Quite frankly, Mr. Chairman, 
the functions of the agency are decreasing with respect to the North- 
west. College Joans are going along pretty well, and some of the 
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other activities of the agency. But urban renewal, the program 
which is the expanding program of the agency, is not yet accepted 
as such in some of the States of the Northwest. 
Now, I cannot frankly justify opening a regional office where we 
don’t have sufficient workload for them to oper ate. 
Senator Magnuson. You would not be opening it; you would be 
reinstating it.. You took it away. 
Mr. Core. That is correct. We will reopen the office if the work- 
load justifies it. I want to do it and I will do it when we reach the 
oint where we can show the use of the personnel sufficient to justify 
it. That is my only answer to it, Mr. Chairman. 
Senator Macnuson. This is off the record. 
( Discussion off the record.) 
Mr. Corr. T will give it very serious consideration. 
Senator Macnuson. Is there anything further anybody has to say? 
If not, we thank you very much for coming up. 
The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 
(Whereupon, at 5 p. m., Wednesday, May 4, 1955, the committee 
was recessed, to be reconvened at 10 a. m., Thursday, May 5, 1955.) 
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THURSDAY, MAY 5, 1955 


UnIrep STaTEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room G-16, 

the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 

mittee) presiding. 
Present: Senators Magnuson and Potter. 

VETERANS’ ADMINISTRATION 

STATEMENTS OF H. V. HIGLEY, ADMINISTRATOR; J. S. PATTERSON, 
DEPUTY ADMINISTRATOR; F. W. KELSEY, CONTROLLER; J. D. 
BAKER, BUDGET OFFICER AND ASSISTANT CONTROLLER; U. E. 
WELLS, ASSISTANT TO BUDGET OFFICER; G. H. BIRDSALL, ASSIST- 
ANT ADMINISTRATOR FOR LEGISLATION; R. M. EDGAR, ASSIST- 
ANT ADMINISTRATOR FOR CONSTRUCTION; L. G. SCHWEICKART, 
EXECUTIVE ASSISTANT TO ASSISTANT ADMINISTRATOR FOR 
CONSTRUCTION; J. C. GARVER, CHIEF, PROGRAM CONTROL DIVI- 
SION, ASSISTANT ADMINISTRATOR FOR CONSTRUCTION; H. W. 
LONGFELLOW, ASSISTANT ADMINISTRATOR FOR ADMINISTRA- 
TION; J. N. O’NEIL, CHIEF PURCHASING AGENT, ASSISTANT AD- 
MINISTRATOR FOR ADMINISTRATION; I. R. HOENER, DIRECTOR, 
OFFICE METHODS SERVICE, ASSISTANT ADMINISTRATOR FOR 
ADMINISTRATION; J. NORMAL LODGE, DIRECTOR, INFORMATION 
SERVICE; DR. W. S. MIDDLETON, CHIEF MEDICAL DIRECTOR; DR. 
R. A. WOLFORD, DEPUTY CHIEF MEDICAL DIRECTOR; A. F. 
BIGELOW, ASSISTANT TO CHIEF MEDICAL DIRECTOR; L. F. 
SCHOEN, ACTING CONTROLLER, DEPARTMENT OF MEDICINE AND 
SURGERY; E. 0. GARDNER, ASSISTANT DEPUTY ADMINISTRATOR, 
DEPARTMENT OF INSURANCE; W. A. POISSANT, CHIEF ACTUARY, 
DEPARTMENT OF INSURANCE; R. H. STONE, DEPUTY ADMINIS- 
TRATOR, DEPARTMENT OF VETERANS’ BENEFITS; W. HOWARD, 
ASSISTANT DEPUTY ADMINISTRATOR, COMPENSATION AND 
PENSIONS; S. H. COILE, ASSISTANT DEPUTY ADMINISTRATOR, 
VOCATIONAL REHABILITATION AND EDUCATION; T. J. SWEENEY, 
ASSISTANT DEPUTY ADMINISTRATOR, LOAN GUARANTY; A. H. 
MONK, CONTROLLER, DEPARTMENT OF VETERANS’ BENEFITS; 
AND J. D. SHYTLE, JR., DIRECTOR, BUDGET SERVICE, DEPART- 
MENT OF VETERANS’ BENEFITS 
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OPENING STATEMENT BY CHAIRMAN 


Senator Maenuson. I think the committee can come to order. 
I wanted to wait for some of the other members, but I think we can 
dispose of a lot of preliminaries while they are arriving. 
Mr. Higley, we will be glad to hear from you. 
237 
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For the purpose of the record, your 1955 appropriation was $4,195. 
263,800; your budget estimate for 1956 was $4,452.370.000: the House 
allow ed you $4,463, 126,000, which is $267,862,200 more than the 195; 
appropriation, and is $10,756,000 above the budget estimate. Is that 
correct ? 

My. Hietry. I don’t have the figures exactly as you are giving them 
there. 

Senator Magnuson. That is not the breakdown, but that is the 
total. 

Mr. Hicitry. Yes; that is the total and the net change in the budget 
estimate. 

Senator Magnuson. You are asking for a restoration of $6,300,000 
with an adjustment of $296,000. 

Mr. Hictry. That is right. $6,300,000 less $296,000; that. is correct. 


AMENDMENTS AND JUSTIFLCATION 


Senator Magnuson. We will be glad to hear from you. If you have 
a statement you may either discuss it or put it in the record. 

We have your letters in answer to our inquiry, and we will put all 
those in the record, together with a summary table. 

(The information referred to follows :) 

APRIL 7, 1955 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, Appropriations Committee, 
United States Senate, Washington, D. C. 

My DEAR SENATOR MAGNUSON: In response to your letter of March 29, 1955, it 
is requested that the Veterans’ Administration be granted an opportunity to 
appear before your subcommittee in connection with H. R. 5240 as passed by the 
House of Representatives. 

As requested in your letter, there is attached a listing by page and line of the 
changes in this proposed bill which the Veterans’ Administration deems neces 
sary. This attachment also indicates briefly the conditions which necessitate 
these changes and a more detailed explanation will be presented at the time of 
our hearing. 

Sincerely yours, 
H. V. Hietey, Administrator 
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’ 


VETERANS 


Changes requested in H. R. 5240 


Page and line Change requested 


PST, ae Ew... .| Change amount from ‘$155 million” | 


to ‘*$161,300,000.”’ 


| 
| 
| 


Pp. 27, lines 11 and 12 Strike out the following ‘$15,150,000 
shall be available for such expenses 
as are necessary for the loan-guar- 
anty program:’’ and insert the fol- 
lowing ‘$300,000 shall be available 
as the President may direct for a 
special study of the Compensation 
and Pensions program:”’ 


P, 27, line 14 Use a colon instead of a period after the | 


word ‘‘work”’ and add the following 
“Provided further, That no part of 
any appropriation shall be used to 
pay educational institutions for re- 
ports and certifications of attend- 


ance at such institutions an allow- | 


ance at a rate in excess of $1 per 
month for each eligible veteran en- 
rolled in and attending such institu- 
tion.”’ 


P 29, line 24.........._..| Use a colon instead of a period after | 
the word ‘“‘care”’ and add the follow- | 


ing ‘‘Provided, That hereafter no 
= of any appropriation to the 

‘eterans’ Administration shall be 
available for outpatient dental serv- 
ices and treatment, or related dental 
appliances with respect to a service- 
connected dental disability which is 


not compensable in degree unless | 
such condition or disability is shown | 


to have been in existence at time of 
discharge and application for treat- 
ment is made within 1 year after 
discharge: Provided further, That 


this limitation shall not apply to | 
adjunct outpatient dental services | 


or appliances for any dental condi- 
tion associated with and held to be 


aggravating disability from such | 
other service-incurred or service- | 


aggravated injury or disease: Pro- 
vided further, ‘Chat veterans of the 


Spanish-American War, including | 


the Philippine Insurrection and the 


Boxer Rebellion, and veterans in | 


training under Public Law 16, 78th 
Congress, as amended and extended, 
shall not be subject to the limita- 
tions contained in this proviso.’’ 


62275—55——16 








ADMINISTRATION 


Reason 


To restore our original budget request 


and provide for the additional amount 
of $1 million recommended for loan- 
guaranty activities. Our budget re- 
quest of $16),300,000 was based on 
workloa is much lower than those 
currently experienced or t..ose that 
can be expected based on current 
trends. 


It was the intention of the House 


Appropriations Committee to in- 
crease by $1 million the finds avail- 
able for loan guaranty fiel i activities; 
however, this language serves as @ 
limitation on the amount that can 
be used for this purpoe and it is 
currently indicated that funds in 
excess of this amount will be required. 


| The pro i-ion making $300,000 avail- 


able fur a special study of the com- 
pensation and pensions program was 
intended to provide funds for the 
President’s Comn.ission on Veterans’ 
Pensions. ‘The Presicent has indi- 
cated that this study will be an 
invaluable aid to Congress as we.l as 
tot :is Admini tration, 


Since this language was approved in 


the previous appropriation act and 
since it reads “tno part of any appro- 
priation”’ (italics supplied) it could 
be argued that the elimination of this 
language now would not result in 
terminating the limitation. How 
ever, question arises in this regard as 
a result of the legislative history of 
the deletion of the limitation as con- 
tained in the bill as reported. (Con- 
gressional Record, House of Repre- 
sentatives, Mar. 30, 1955, pp. 3368 
3369; 3372-3373.) Therefore, in the 
interest of clarity and definiteness, 
the restoration of this language is 
requested. 

In the event the language contained in 
previous appropriation acts is not 
regarded as permanent legislation 
and this language is not included in 
this bill, additional funds of about 
$2,400,000 would be required in fiscal 
year 1956. 


It is our understanding that this lan- 


guage was eliminated because perma- 
nent legislation covering this 
limitation was being offered (H. R 
5100). However, if such permanent 
legislation failed to pass, an addi- 
tional fund requirement of approxi- 
mately $16 million would result in 
the fiscal year 1956. It is, therefore, 
recommended that language as indi- 
cated be included in the appropria- 
tion act pending the passage of the 
permanent legislation. 
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APRIL 26, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, Appropriations Com- 
mittee, 
United States Senate, Washington, D. C. 

My DraAr SENATOR MAGNUSON: In letter of April 7, 1955, regarding H. R. 5249 
as passed by the House of Representatives, you were advised of certain changes 
considered necessary by the Veterans’ Administration. Among other things, it 
was requested that the amount of $155 million appearing on page 27, line 10, be 
changed to $161,300,000. This would restore the amount of $5,800,000 by which 
the Veterans’ Administration estimate for funds in the general operating expenses 
appropriation was reduced and add $1 million specifically for the greatly in- 
creased loan guaranty workload. 

In collaboration with the General Services Administration we have been study- 
ing for some time a plan which would permit the Veterans’ Administration to 
discontinue its records service center at Columbus, Ohio. Definite arrangements 
which will cause the discontinuance of this center before July 1, 1955, have now 
been concluded. After giving consideration to the cost of maintaining a small 
number of employees to operate the X-ray reproduction laboratory and reim- 
bursement of about $121,000 to the General Services Administration for salaries 
totaling $109,000 of 32 employees required to service files which will be trans- 
ferred to that agency, plus mail costs of about $9,000 and $3,000 for supplies, 
there will be a saving of $296,000 to the Veterans’ Administration in the 1956 
fiscal year. It is accordingly requested that the amount on page 27, line 10, of 
H. R. 5240 be changed to $161,004,000, rather than $161,300,000, as indicated in 
our letter of April 7, 1955. 

In view of the joint interest in this matter, you will note that the Administrator 
of the General Services Administration has indicated his concurrence in this 
letter. 

Sincerely yours, 
JOHN S. PATTERSON, 
Deputy Administrator 
(For and in the absence of the Administrator). 

Concurrence: 

EDMUND F. MANSURE, 
Administrator, GSA. 
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COMPARISON OF 1956 REQUESTS WITH 1955 APPROPRIATIONS 


The following table presents a comparison by appropriation item of the amounts, 
requested for the fiscal year 1956 with those appropriated for the current yea; 
It will be noted that the increased requirements for compensation and pensions. 
readjustment benefits, national service life insurance, servicemen’s indemunities 
and inpatient care more than equal the overall increase of approximately sv74 
million. These appropriations cover our needs for direct payments and medica! 
care for sick and disabled veterans which are obligations that must be met jf 
we are to carry out the laws enacted by the Congress. 


Fiscal year | Total VA Increase 
Appropriation WAaopro- | request to decrease 
priations | senate 1856 over 


General operating expenses " $167, 672, 300 $161, 004, 000 | 
Medical administration and miscellaneous operating | 

€ .penses-- , 654, 000 15, 294, O00 On 
Inp itient care cn 593, 992. 500 | 619, 000, 000 | 25, 007, 500 
Outpitient care. 82, 134, 000 8&2, O89, OOO —45, 000 
Mai itenance and operation of supply de ‘pots , 654, 000 1, 578, 000 —76, 000 
Compensati n and pensions... 2, 675, 000, 000 2. 800, 000, 000 + 125, O00, 000 
Readjust.nent benents 542. 000, 000 627, 097, 000 +85, 097, 000 
Military and naval insurance . 932, 000 4, 868, 000 —fi4, 000 
National se ‘rvice life insurance... 30. 570, 000 81, 300, 000 +50, 730. 00 
Servi-emen’s indemnities 30, 000, 000 40, 500, 000 +10, 500, 000 
Grarts to the Republic of the P hil ippines_- 2, 175, 000 2, 500, 000 +325, 000 
Hospital and dori ijiary facilities 47, 000, 000 30, 000, 000 —17, 000, 000 
Major alterations, improvements and repairs 3, 480, 000 3, 900, 000 +421), 000 


i iantvamiaimmaent Sista 4, 195, 263, 800 | 4, 469, 130, 000 +273, 866, 200 


GENERAL STATEMENT 


Mr. Higuey. 1 believe that a reading of the statement will sutfice 

Senator MaGnuson. Go right ahead. 

Mr. Hictey. Honorable Chairman and gentlemen of the committee, 
we are appearing before you today im connection with those provi- 
sions of H. R. 5240 as passed by the House of Representatives whic! ‘h 
relate to the appropriation allowances recommended for the Veterans’ 
Administration. Your particular consideration is requested with 
respect to the following actions of the House on our appropriation 
— for the 1! 1565 fiscal year 

Reduction of $5,300,000 in ‘ie amount requested for the appro 
eee “General opel ‘ating expenses.” 

2. Karmarking of an additional $1 million for loan guaranty activ) 
ties. 


Elimination of provision for special study of compensation and 
pensions program, 
4, Elimination of provision limiting reporting fees to $1 per month 
5. Elimination of restrictive language governing eligibility foi 
dental care. 


GENERAL OPERATING EXPENSES 


According to House Report No. 304, the reduction of $5,300.00) 
recommended in the appropriation “General operating expenses” is 
composed of $3 million for insurance and $ $2,300,000 applic ‘able to other 
activities. 

The House Appropriations Committee recognized increasing needs 
for loan guaranty purposes and recommended increasing our estimate 
by $1 million for this program. However, since the total appro 
priation was not increased accordingly, this action serves to neces 
sitate a further reduction in this amount against other activities. 
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INSUBANCE ACTIVITIES REDUCTION 


A reduction of $3 million imposed on our insurance activities will 
make it virtually impossible to render proper service to policyholders 
and will create a situation in the insurance records which will multiply 
our problems and increase costs in future years. 

The insurance activities have made tremendous progress in recent 
years and have at the same time accomplished a continuous decrease 
in operating costs. Personnel requirements which were 9,481 in 
the fiscal year 1954 were reduced to 7,544 in the current year and 
the budget request for the fiscal year 1956 anticipated a further reduc- 
tion to 6,821. The report on H. R. 5240 gives no specific basis for the 
reduction. In a program where so much has been acc omplished 
through orderly procedures to effect economies without impairing 
services, it would be highly undesirable to risk nullifying these gains 
by a forced reduction. 

Since over 90 percent of insurance administrative costs are per- 
sonal services, almost the entire reduction recommended must be 
accomplished by reductions in employment. The employ ment level 
of our insurance program as of March 31, 1955, was 7,341, and our 
operating plans alled for a reduction of about 450 to meet the 
1956 budget request. An additional reduction of about 800 would be 
required before July 1, 1955, to meet the allowence contained in 
H. R. 5240. 

In addition to impairing service to policyholders, such a drastic de- 
crease in employment would reduce review, audit, and checking activi- 
ties toa dangerous level. It would also hamper the planning, | testing, 
and installation of mechanical processes and improved procedures 
which would eventually result in substantial reductions in operating 
costs, 

The estimated workloads applicable to the fiscal year 1956 were 
determined several months ago, and, for the purpose of holding our 
budget. request to the absolute minimum, our fund requirements for the 
Dep: artment of Veterans’ Benefits were ’ predicated on the assumption 
that a decline in the current workload level would be experienced. 

These lower levels are not developing, and our most recent estimate 
indicates that the workloads in loan guaranty and vocational rehabili- 
tation will greatly exceed the volume anticipated when the original 
estimates were made; namely, last September, I think. 


LOAN-GUARANTY PROGRAM 


Senator Magnuson. I think, for the record there, I know what you 
mean, But, so that we can explain it, what is the loan-guaranty pro- 
gram, just in one sentence ? 

Mr. Hietey. That is the program of guaranteeing the loans for the 
veterans so that they may build homes, go into business. That pri- 
marily is it; over 90 percent of it is building homes. 

Senator MaGNnuson. Ninety percent is for home loans. 

Mr. Hietry. Except in our direct loan part of it. We don’t go into 
areas that have banking facilities. Otherwise it is a guaranty in that 
they make adeal with the bank or whoever is going to loan them money, 
and we guarantee the loan. It is not Government-involved money. 

Senator Maanuson. In this case it is strictly administrative. 
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Mr. Hietry. Yes. Much administration because we not only hav 
to guarantee the loan but we have to place a value on the property. 

Senator Magnuson. Part of that program is what we call a GT ap- 
praiser. Is that correct? 

Mr. Hicriry. That is right. 

For example, our budget estimate for loan guaranty was predicated 
on 650,000 appraisal assignments and 4! 55,000 applications received, 
whereas our present estimate indicates 830,000 and 615,000 respectively 
as being applicable to these activities, or an increase of about 30 per- 
cent. 

VOCATIONAL-REHABILITATION PROGRAM 


With reference to vocational rehabilitation, our estimate was based 
on a trainee load of 516,000 whereas current experience and trends in- 
dicate that a load of 593,000 should be expected. 

Senator Macnuson. Right there, your vocational-rehabilitation 
program—and if I am incorrect someone check me—c ‘onsists of setting 
up in various places throughout the United States a personnel office 
which, in turn, would place the veterans into trade schools. Is that 
correct ? 

Mr. Hictry. We do give vocational guidance. But this is primarily 
for paying these veterans who want to go to some school to learn 4 
trade. 

Senator Magnuson. But this is the administrative cost of carrying 
that program forward ? 

Mr. Hictry. We pay the veterans under Public Law 550 so much 
a month, and they pay the school, But this is the administrative part 
of that, that is right. 

Senator Magnuson. There has got to be somebody that does that 
administrative work. 

Mr. Hietry. Yes. This is the administrative part of that. 

Senator Macnuson. That is done not only in Washington but in the 
field, too, is it not ? 

Mr. Hieiry. Yes, all over the country. 

Senator Porrrer. The program has been quite a popular program, 
has it not? 

Mr. Hierry. Yes, sir. I think the Korean veterans have now taken 
this up better than they did previously. There is a surge, and we have 
no reason to doubt that it will more or less keep on at a pretty good 

rate. 

Senator Macnuson. And the point you make here is that your esti- 
mates for the next fiscal year are that the number of people taking 
advantage of this program are going to be greater than what was esti- 
mated, or at least you are anticipating that. 

Mr. Hictry. When we discussed this last August and September we 
had to look way ahead to next year and guess what it would be, and 
the trend is not following what was our best thinking at that time. 

Senator Magnvson. In other words, more people : are taking advan: 
tage of it. 

Mr. Hieiey. That is right. 
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COOPERATION WITH OTHER GOVERN MENT AGENCIES 


Senator Porrer. Do you coordinate your efforts in this respect with 
other Government agencies that are interested in vocational rehabili- 
tation? A coordinated effort with others? 

Mr. Hietey. Mr. Coile, would you answer that? 

He is the head of the Vocational Rehabilitation and Education pro- 
oram 

Senator Magnuson. Would you give your name so the reporter will 
have it. 

Mr. Corr. My name is Sam Coile, Assistant Deputy Administrator 
for Vocational Rehabilitation and Education. 

In answer to Senator Potter’s question, the Veterans’ Administra- 
tion does coordinate with other Federal activities, and, in addition to 
that, with the activities of the several States in the administration of 
these laws. 

We administer 4 laws, 2 for World War IT veterans, and 2 for the 
Korean veterans. And there is a coordinated effort among the vari- 
ous agencies of the Federal and State Governments. 


STATE LAWS FOR VETERANS’ REHABILITATION 


Senator Macnu SON. Then in a case where a State itself has passed 


a law for veterans’ rehabilitation, you coordinate your program with 
that State, don’t you? 


Mr. Corr. We do to this extent, sir: Their laws for 
Senator Magnuson. Some States have it, have they not? 
Mr. Com. Yes, sir. For rehabilitation they are generally not as 


favorable to the veteran as the Federal laws, and ordinarily a veteran 


prefers to use the Federal benefit to the extent of his entitlement, and 
the n, if he has not had all that he thinks he should have, he falls back 
on the State. 


PLACEMENT RECORD 


Senator Porrrr. What has been your record with placement in this 
program ? 

Mr. Comer. Our record of training of the disabled and their place- 
ment and satisfactory employment, we think, has been very favorable. 
We have conducted studies of the men after they have completed their 
training courses, and have found that they are employed in types of 
work for which their training fitted them, that they are happy in that 
type of work, and that their income is above the average of the income 
for other persons in the same age groups. 

Senator Magnuson. You are speaking of the disabled veterans. 

Mr. Corr. That is the disabled veteran. 

Senator Macnuson. What about the veteran who is not disabled ? 

Mr. Comr. As to the veteran who is not disabled, we do not have 
definitive studies. 

Senator Maanuson. I do not suppose it would be practical to fol- 
low them through. There would be too much. 
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Mr. Coir. It would be quite a study, and there are many factors 
that I think would influence any research group in trying to appraise 
the effect of that program. 

Senator Magnuson. But you can follow the disabled ones. 

Mr. Corr. We have done some followup on disabled. 

Senator Maenuson. Look what you did for Senator Potter. You 
placed him in the Senate. 

Mr. Coir. I don’t think all of them have been as successful. 

Senator Magnuson. All right; go ahead. 


HOUSE ACTION 


Mr. Hicgury. Our need for additional funds for loan guaranty activ- 
ities was recognized by the House Appropriations Committee, as evi- 
denced by their action in specifying an increase of $1 million for this 
purpose, 

Senator Magnuson. What you are saying here is that the House 
agreed for you to go ahead with this program, and said, “We will give 
you an extra million” but did not add it to the total. 

Mr. Hicitry. That is the whole difficulty. 

Senator Magnuson. They said, “This is a nice program; go ahead 
with it,” but did not add to it. 

Senator Porrer. You spend an extra million, but take it out of 
something else, 

Mr. Hiciry. We have to take it out of something else. 

This additional allowance was made without increasing the total 
appropriation amount. Unless additional funds of $1 million are ap- 
propriated in support of this action, it will have the effect of com- 
pounding our difficulties by reducing the amount available for other 
important activities by $1 million. 

As mentioned above, our workload estimates were prepared several 
months ago, and current experience indicates that even the additional 
funds earmarked for loan guaranty operations may be insufficient to 
meet the increasing needs of this program. The possibility or extent 
of a further deficiency cannot be estimated at this time, and therefore 
such a request will be delayed until an accurate determination can be 
made. 

Senator, when we try to project ourselves into the future and we 
are working with the Bureau of the Budget, it is hard to come to an 
agreement on what the future holds. So our thinking has usually been 
that we will make the very best guess we can, and then if the load 
proves to be entirely different than that which is guessed at this time, 
the idea is that we go back to Congress in the spring or in the early 
part. of the session and make up that difference because this is, to a 
certain extent, a contractual obligation which Congress has directed 
toward these veterans, and if they choose to have education then it is 
up to us to give them that opportunity. 


CATEGORIES OF ADMINISTRATIVE EXPENSES 


Senator Magnuson. Let me ask you this: Does the million dollars 
that you are talking about here apply to three categories of your gen- 
eral operating expense—one, the insurance category; two, the loan 
guaranty; and, three, the rehabilitation program ? 
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Mr. Hietry. The $5,300,000 reduction consisted of a cut of $3 mil- 
lion for insurance and $2,300,000 otherwise. This $1 million in addi- 
tion was earmarked 

Senator Magnuson. We are talking about $5 million for those 
three general categories of administrative expenses ? 

Mr. KetsEy. $6,300,000. 

Senator Magnuson. $6,300,000. 

Mr. Hierey. $6,300,000. If they wanted us to have a million dol- 
lars more for this loan guaranty work they should have raised the 
total because otherwise it is just a mere shift of funds, and we would 
have to rob something else in order to put it in there. 

Senator Maanuson. How much of this is involved in the insurance 
progr am ? 

Mr. Hietey. Not any of this million. 

Senator Magnuson. How much restoration are you asking in the 
insurance program ? 

Mr. Hietey. We want the $5,300,000 put back in. $3 million is in- 
surance, and we don’t 

Senator Magnuson. I want to get these straight. What is insur- 
ance ? 


Mr. Kesey. $3 million. 


LOAN GUARANTY 


Senator Magnuson. What is the “loan guaranty” / 

Mr. Ketsry. Well, loan guaranty is a million dollars plus some 
part of the $2,300, 000. In other words, the $5,300,000 reduction was 
$3 million for insurance and $2,300,000 for other operating expenses 


in staff and field, including loan guaranty and vocational rehabili- 
tation. And the million dollars is tied specifically to the loan 
guaranty. 

Senator Maenuson. All to come out of the operating expenses, or to 
take care of opel ‘ating expenses. 

Mr. Ketsry. That is right. 


RECAPTURE OF PREMIUMS 


Senator Magnuson. Now before we get to the next subject, on the 
insurance thing is there any recapture of premiums’ We pay the 
administrative expenses. 

Mr. Hietrxy. That is right. Premiums are in a category by them- 
selves. This is merely for the operating expenses of that department. 

Senator Maenvson. And that is why the veterans’ insurance is 
cheaper than ordinary insurance because the administrative expenses 
are paid by the taxpayer. 

Mr. Hieiry. Plus the fact that we have no agents. 

Senator Magnuson. I said administrative expenses, and plus the 
fact, too, that the longevity is getting better and better, and, there- 
fore, you are paying dividends. 

Mr. Hierry. That is why there were dividends in recent years. 


They found that their original framework of payment was not work- 


ing out according to their ‘original estimates. 
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Senator Magnuson. So it is getting cheaper. I know I did not 
pay much in my premium this last year. 
Mr. Hieiey. I think all of us have had that happy experience. 


PAYMENT OF DIVIDENDS 


Senator Porrer. Are you still paying dividends? 

Mr. Hictry. Yearly dividends. We did pay an extra. Mr, Gard- 
ner is Assistant Deputy in charge of the insurance program. 

Do you want to comment on that? 

Senator Magnuson. Mr. Gardner, will you give your full name for 
the record ? 

Mr. Garpner. Edward O. Gardner, Assistant Deputy Adminis- 
trator for Insurance. 

We are paying regular dividends on both national service and 
United States Government life insurance. The special dividends to 
which Mr. Higley referred were on United States Government life 
insurance; that is, World War I and the policies issued up until 1940, 

Senator Porrer. Is that the first time a special dividend has been 
paid? 

Mr. Garpner. There were two special dividends on United States 
Government life insurance. 

Senator Magnuson. There have been two on World War I? 

Mr. Garpner. That is correct. 

The so-called special dividends on national service were merely an 
accumulated dividend from the beginning of the program, the first 
from 1940 to 1948, the second from 1948 to 1951, and there have been 


annual dividends since 1951, beginning in 1952. 


APPLICATION OF DIVIDENDS 'TO PREMIUMS 


Senator Magnuson. Then just for the purpose of the record, be- 
cause we will be asked this question, you send to all of us—I suppose 
most of us in the room here have some of that. I know I do, and I 
know Senator Potter does. You send us a slip and you say that we 
can apply this to the premiums. 

Mr. Garpner. That is the operation of Public Law 36, Mr. Chair- 
man, 

Senator Magnuson. How many of them take advnatage of that! 

Mr. Garpner. We have one million, two hundred thousand-some- 
odd that have left their dividends to accumulate with interest, or to 
be used to pay premiums not otherwise paid. You see the law pro 
vides that if a premium is not otherwise paid it will be taken out of 
the dividend credit. 

Senator MaGnuson. Out of the dividend credit ? 

Mr. GArpNer. That is right. 

Senator Magnuson. But most policyholders take the dividends / 

Mr. Garpner. The majority of them take them in cash. 

Senator Magnuson. Off the record 

(Discussion off the record.) 

Senator Magnuson. What I was going to say is that it looks like 
in the future you will even do better with that. 

Mr. Garpner. That depends entirely on the mortality, Mr. Chair- 
man. We cannot anticipate. 
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Senator Magnuson. You cannot anticipate, but you are doing better 
than the original plan. 

Mr. Garpner. The general longevity of the population is increasing 
they find new ways to cure disease. 


ACTUARIAL RATES 


Senator Magnuson. What actuarial rates have you been using? 
fhose of private insurance companies ? 

Mr. Garpner. The actuarial rates for premiums are prescribed in 
he law. For both national service and United States Government 
life we were required to use the old American experience table of mor- 
iality which was compiled, I believe, from 1865 to 1885. Obviously, 
longevity has increased much since those days. 

Senator Porrer. Should that not be changed ? 

Mr. GARDNER. Well, the law prescribed the use of that, and we are 
hot Now issuing insurance on either United States Government life 
rv national service life except in those rare instances where a man 
ws surrendered his insurance to take advantage of the indemnity un- 
der Public Law 23. 

Senator Magnuson. Are the surrenders quite high / 

Mr. GarpNner. They have been fairly heavy; yes. 

Senator Magnuson. They have. 


INCREASE IN TOTAL POLICIES 


Mr. Garpner. Yes, sir. But our total policies are going up rather 
than down. You see Public Law 23 prescribed or provided two new 


systems of insurance. One under section 621, is nonparticipating- 
term insurance, nonconvertible, and the issues in that are now out- 
stripping the net losses in the other programs. So our average poli- 
ies are going up rather than down. 

We — to handle roughly 150,000 more policies next year than 
this yer 

Saauane Magnuson. They come mainly from Korean people. 

Mir. Garpner. Korean and since. 

Senator Magnuson. What is the cutoff date? 

Mr. GarpNer. There is no cutoff? date. 

Senator Magnuson. Anybody can apply any time? 

Mr. Garpner. Anybody can apply provided they apply within 

days of the date they are discharged. 

Senator Magnuson. If they are a veteran. 

Mir. GarpNer. That is right. 

Senator Porrer. That is for the term insurance. 

Mr. GarpNer. That is for the term insurance. 


COMPARISON WITH PRIVATE INSURANCE 


Senator Porrer. How does that compare with private insurance? 
Mr. Garpner. The premium rate on that is quite low. The pre- 
ium rate is calculated by law on the Commissioner’s Standard Table 
mipiled in 1941, That results in a rather low premium rate. For 
a young man it costs about $2.50 a month to get $10,000 insurance. 
Senator Porrer. $10,000 is the maximum ? 

Mr. Garpner. $10,000 maximum under all the insurance laws. 
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Senator Magnuson. You don’t compile those actuarial rates your 
self ? : 

Mr. Garpner. The basis is prescribed by law. But, of course, we 
have to calculate the rates based on that. 

Senator Magnuson. Is there not an organization that compiles 
actuarial rates, a private organization that is recognized by the in 
surance companies and the Government and everyone else? 

Mr. Porssant. There is an association of insurance companies that 
pool all their experience. 

Senator Magnuson. You draw from that? 

Mr. Potssanr. We don’t draw ours. 

Senator MacNnuson. I don’t mean necessarily accept that, but you 
do draw from it. 

Mr. Potssanr. In order to determine the dividends, we follow our 
owl experience rate to the T year by year. We compute the actual 
rates of mortality, and compare it with the prescribed legal rates, and 
the difference constitutes a dividend. 


MORTALITY RATES 


Senator Porrer. How do your rates compare with the rates of the 
insurance companies ? 

Mr. Potssanr. You mean the net rates? 

Senator Porrer. No; mortality rates. 

Mr. Potssanr. Our mortality rates are very close to those of the in 
surance companies. There is very little difference. But our net 
costs, of course, are considerably less than theirs due to two reasons— 
chiefly administrative. 

Senator Magnuson. As the Director pointed out, the net costs are 
due to the administrative costs not being borne by the policyholder. 

Mr. Garpner. That is correct. 

Senator Magnuson. That includes agents and all of the office help 
and everything else. 

INSURANCE LIMIT 


Senator Porrer. If I may ask one more question, Can a veteran 
apply for term insurance if he has 10,000, say, of national service 
life? 

Mr. Garpner. No, sir. There is a limit of all types of $10,000. 


REDUCTION IN PERSON NEL 


Senator Macnuson. Are there any other questions at this time ¢ 

I wanted to ask this: What was the number of employees that you 
say would be atfected by this cut? You say the personnel require 
ments which were 9,481 for the fiscal year 1954 were reduced to 7,54 
in the current year, and the budget request for the fiscal year antici 
pated a further reduction to 6,821. 

Mr. Hietry. We had already planned to go down 720 on our own 

Senator Magnuson. What would this House cut do to that 6,821! 

Mr. Hictry. It would mean that to get down to what we promised 
in 1956, we are going to have to let out 450 more. But if this 53 
million reduction is put in there, it would be 800 more on top of 
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that. And we had already planned to do what I think was a very 
admirable job. 

These gentlemen on that program, due to mechanization as well 
as other ways of doing things, have been doing yeoman’s service in 
bringing this expense down. And I am afraid that this reduction, 
which was not discussed with us in the committee meeting—and I 
don’t know just what thinking they had in mind as this came out 
later—I think is forcing the issue, and it is going to put us in con- 
siderable difficulty. 

Senator Magnuson. Are all those people employed here in the main 
oftice ? 


DISTRICT OFFICES 


Mr. Garpner. No, sir. The bulk of the people are in three dis- 
trict offices. Philadelphia is the largest, and we have district offices 
also at St. Panl and Denver. 

Mr. Hictey. How many do you have here in the District ? 

Mr. Garpner. Here in Washington we have about 1,400, including 
the Insurance Center, which is also a field office. A large part of the 
reduction planned before July 1 will occur in the Insurance Center, 
roughly 300 at the end of June. 

Senator Maenuson. The House does not say why in their report. 
They ‘merely: say administrative, general administration, and office 
services costs are too high. That is all they say. They don’t say 
why. 

Go ahead. 

Mr. Hietry. Shall we proceed? 

Senator Magnuson. Yes. 

Mr. Hierey. This is just another paragraph on this matter we have 
been talking about, this $5,300,000 and this $1 million. 

I point out that it must be remembered that the requirements for 
supporting services such as finance, supply, personnel, and adminis- 
trative services are also geared to the workloads anticipated in the 
so-called operating programs, and therefore the needs for these activi- 
ties will be in excess of the amounts included in our budget request. 

The point there is it would be rather difficult if we have this in- 
crease 1n workloads, as we expect to have, to take a million dollars 
out of some other place to make up for this million that they didn’t 
give us. 

In view of the above conditions it is impossible to reconcile the 
action taken by the House of Representatives in reducing our apnro- 
priation request for general operating expenses in a net amount of 
$5,300,000 or a total of $6,300,000 if the increased allowance for loan 
guaranty is considered. On the contrary, since our budget estimate 
was prepared on the basis of a much lower workload level, it is prob- 
ible that supplemental funds will be required to prevent the accumu- 
lation of backlogs. 

Backlogs represent poor service, cause complaints, and increased 
correspondence, and generally result in expenditures in excess of the 
savings temporarily effected while the backlogs pile up and service is 
nevlected. Reduction in funds which causes this result is obviously 
false economy. 
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DISCONTINUATION OF COLUMBUS RECORDS CENTER 


A complete restoration of the reduction recommended by the House 
is not requested since it has been determined that a net saving of 
$296,000 can be made by discontinuing the records center at Columbus, 
Ohio. 

Senator MaGnuson. Why are you discontinuing that? Explain 
that. 

Mr. Hicitey. We are turning it over to General Services. 

Senator Magnuson. They were here yesterday and testified as to 
their plans for records centers Hrvongont the country. 

Mr. Hieiry. It is anticipated that, I think it is $417,000 is what we 
willsave. But we are going to have to pay them $121,000 because they 
haven’t any money in their budget to take care of it. So we are only 
dropping $296,000 and retaining $121,000 to pay them or reimburse 
them. 

Senator Porrer. That is what is always difficult for us to determine 
when a function is transferred from one agency to another, whether 
that agency is transferring funds over to help pay them or whether 
both agencies are coming in with budget requests for the funds. 

Mr. Hiciey. We have been told by them in making this deal with 
them to take this over that they will have to have that payment 
from us for what they cannot otherwise cover. Is that not correct! 

Mr. Kersey. That is right. 

Mr. Hictey. We are anticipating leaving that in here 

Senator Magnuson. We will check on them because they asked us 
for funds yesterday to to the job that I think they are trying to do fo1 
vou and other agencies. 

Mr. Hiciry. It is a fact. We are not going to be— 

Mr. Ketsry. Our letter to Senator Magnuson on April 26 was 
signed and concurred in by Mr. Mansure of General Services Ad- 
ministration. 

Senator Magnuson. You have that in your letter to the committee, 
which will go in the record. 

Mr. Kersey. And it was countersigned by Mr. Mansure. 

It isa fact that we won’t need the $121,000 if we don’t have to give 
it to them. 

Senator Porrer. Yes. 

Mr. Hiciry. Numerous actions have been taken to effect operating 
economies in the Veterans’ Administration and we will continue to 
make every effort to improve service and promote efficiency. How- 
ever, it is imperative that our minimum needs be rec ognized and the 
increasing workload in our loan guaranty program be given considera- 
tion when determining our funds requirements for the coming fiscal 
year. 

APPROPRIATION REQUEST 


It is, therefore, requested that a total amount of $161,004,000 be ap- 
propriated under the heading “General Operating Expenses” rather 
than $161,300,000 as referred to in my letter of April 7, 1955. The 
difference there is this $296,000 we have just been talking about. 
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LANGUAGE CIILANGES 


The following language changes are requested : 

Page 27, lines 11 and 12: It is requested that the language relating 
to a specific amount to be available for loan guaranty activities be 
eliminated from H. R. 5240. Although it was the intention of this 
language to provide additional funds for loan guaranty activities, it 
is probable that it may operate as a limitation on the funds available 
for this purpose. If the currently expected workload in this program 
s realized, the amount of $15,150,000 will be insufficient to dise harge 
our obligations and such language could prohibit the usage of addi- 

tional funds for this program. House of Representatives Report 304 
on HT. R. 5240 on page 14 states that 

The amount for administrative expenses of the loan guaranty program has ac- 
cordingly been increased by the committee $1 million to make a total amount 
for such purpose $15,150,000, and the amount has been earmarked in the language 
of the bill. 

We think it would be unfortunate if that was in there as a restric- 
tion on the total that could be paid. And if the program happened 
toexpand more than we now aa icipate, or we haven't enough money, 
this would mean, well, you can’t spend more than that regardless of 
where it may come from. 

Senator Porrer. You would object to it even if that million dollars 
were restored, 

Mr. Hietry. Yes; for the reason that we don’t know whether the 
gross amount they have mentioned will be suflicient to carry the pro- 
gram. You see we are still a number of months before the actual 
working out of this program, and one doesn’t know how business con- 
ditions may be or how these loads are going to be. 

Senator Porrrer. In other words, you prefer not to be in that strait- 
jacket, 

Mr. Hierry. I don’t believe that this limitation accomplishes any- 
thing. I don’t think they intended to say, “Now you will spend this 

much and no more,” that this is the ceiling. I think they just merely 
rounded it off to say “Well, now, this is what we have made available.” 

Senator Magnuson. In other words, they say $155 million, of which 
15,150,000 shall be available for such expenses as are necessary for 
the loan guaranty program. 

Mr. Hiciry. I would say that is all right; is it not? 

Mr. Keisry. No. 

Senator Magnuson. No; that is the limitation. 

Mr. Krusty. That causes the limitation. 

Mr. Hietry. I don’t think they had any intention of putting a lim- 
itation on this. 

Senator Magnuson. What would you suggest then? You just have 
the $155 million ? 

Mr. Ketsry. Yes. 

Senator Magnuson. And don’t mention the $15,150,000 ? 

Mr. Kesey. That is right. 

Senator Magnuson. And you expend within the $155 million what 
may be necessary for the loan guaranty program. 
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Mr. Kersey. That is right, sir. 

Senator Magnuson. It may be less or it may be more. 

Mr. Kersey. That is right. 

Senator Macnuson. Depending upon the applications. 

Mr. Hicitry. The way it works out we would like to have that mil- 
lion inthere. Asa matter of fact, the total requested in the budget for 
loan guaranty activities was $14,5 593,255. The earmarking of $15,150. 
000 for this program would therefore provide $556,745 additional 
rather than $1 million as stated in the report unless it was intended 
that the $15,150,000 referred only to field activities. But it is very 
apparent they weren’t breaking it down. 

Senator Magnuson. As I read the language, it is intended to apply 
to the whole program, and you are limited to $15,150,000. 

Mr. Ketsry. They did not do what they thought they were doing by 
adding a million dollars to the $14,150,000, because the total that was 
provided in the estimate for the loan guar anty was $14,593,000; so the 
way they inserted the million dollars w vould actually not have prov idled 
an additional million even if it had been passed that way. 


DELETION OF LIMITATION 


Senator Magnuson. Before we leave this item, your suggestion to 
us is that in line 10, page 27, we use the figure $155 million, and strike 
out— 
of which $15,150,000 shall be available for such expenses as ure necessary to the 
loan guaranty program. 

We cut out that language. 

Mr. Ketsey. Yes, sir. We do want to make a point in accordance 
with our overall request, that the figure should be $161 million rather 
than $155 million. 

Senator Maenuson. That is right, but just the overall figure. 

Mr. Kersey. Yes, sir; that is right. 

Senator Magnuson. And cut out that language. 

Mr. Kesey. Yes, sir. 


PUBLIC RELATIONS PERSONNEL 


Senator Magnuson. What have you got to say about the proviso 
here? It says that no more than 20 men shall be engaged in public 
relations. 

Mr. Hictey. We did not know whether we could bring that up. | 
am glad you asked that. 

Senator Magnuson. Mr. Cooper advises me it has been in in pre- 
vious years. 

Mr. Hieiey. About 2 years ago that service, I think, had 51 people 
in it. Then it was cut to half that, 26. And then a further cut down 
to 20. In fact, it was cut to 15 by the House and then it was settled 
in conference at 20. I believe those are the right figures. I dont 
know the reasoning behind it, but, whatever the reasoning was, | 
think it was not based on good sound judgment. 

These men who are engaged in this activity are actually saving ws 
tremendous amounts of money by getting this information out to all 
these people over the country so that their questions are not coming 1! 
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tous. They are doing a magnificent job, but they are down to such a 
snall number now that they. just simply cannot accomplish anything. 

“ itor Magnuson. Just from personal experience it seems to me 
that I don’t care whether you employ 10 or 50. That is up to you if 
you are employing too many. But to limit the amount seems to me 
kind of 2 9 emer because look at what they do. They apparently 
oo out and they get a lot of free advertising. I don’t mean advertising 
in that sense, but they get you free time on radio, television, and so 
‘orth, and that clears up a lot of the problems that might require a 
hundred clerks to take care of, or maybe a thousand. 


Mr. Hietry. If you could give us a couple of minutes could I call 
on Mr. Norman Lodge? 


Senator Maenuson. Is he one of the 20? 

Mr. Hietey. He is the Director of that Department. 

Senator Porrer. He is the top? 

Senator Magnuson. He is the top of the 20. 

Mr. Hiciey. He has an ei situation. They have millions 
of dollars of radio time per year. It is not alone in promoting what we 
are doing and letting veterans Scion what we can do for them; it tells 
people w vhat can be done for the handic ‘apped, what is avail: ible, and it 
lends courage to these people who are fighting these battles to know 
that others are succeeding. It goes far beyond any mere turning out 
of releases to the newspapers. 

Senator Porrzr. Is it not true, Mr. Higley, that the Veterans’ Ad- 
ministration is called on very frequently for many things which fall 
na public relations category? Any time a veterans’ group is together 
they call on the Veterans’ Administration for assistance, which I think 
s desirable, as the Government agency representing the veterans’ 
population of the country. 

Mr. Hictey. That is right, Senator. This part of our agency is in 
no way being used for propaganda, for trying to expand or control or 
lo anything of that sort. The work it is “doing i is 100 percent ethical 
from the st: andpoint of the job that Congress intended. 


EFFECT OF PERSONNEL LIMITATION 


A limitation in numbers does two things. In the first : paaiee, of 
course, the funds are limited. But even if we needed 1 or 2 or 3 or 4 
extra men—we will say there are speeches to be written, or there are 
other things of that n: uture—I cannot send a man that works for me 
nmy Dep: artme nt and have him work over there because it says there 
shall be only 20 bodies. And that has to cover the whole e ountry. We 

ave men out ata few locations. We have 3 or 4 in this office here. 


TOTAL REGIONAL OFFICES 


Senator Porrer. How many regional offices are there altogether ? 
Mr. Hictry. There are 69 regional offices altogether. 

Senator Magnuson. You cannot have one in each one. 

Mr. Keutsry. No. 

Mr. Hietry. Each man has about 10 States. 
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DELAY IN MAILING CHECKS TO COLLEGE GI's 


Mr. Comer. Mr. Chairman, if I might illustrate that, I had ap 
experience just this past week. I was attending a meeting of State 
people representing 33 of the 48 States, that was held in Galve ston, 
Tex., and 1 representative of a midwestern university said to me 
that it would be most helpful in the schools if additional publicity 
could be given to the fact that a veteran who enters a course in the 
fall will not receive his first check until he has been in schoo] for 
approximately 6 or 7 weeks. Many of them have come to school not 
realizing that it takes that long under the law for them to receive the 
first maintenance check, and that if we could give wider publicity to 
that fact it would save the schools and universities a good deal of 
trouble in terms of the veterans arriving there Without sufficient 
resources to carry them through until they receive the first Govern- 
ment check. 

Obviously, that requires somebody in a public-relations position to 
see that that type of publicity is made available to veterans before 
they go to schools. We cannot do it by writing the veteran because 
we don’t know what his intentions are. 

That is just an example. 

Senator Maenuson. I think their value is not what they do for 
the Veterans’ Administration as an administration; it is what they 
do to carry it tothe public. And they get, I suppose, millions of dol- 
lars’ worth of free publicity about what the Veterans’ Administration 
is doing or what the veterans’ rights are, or not necessarily his rights 
but his privileges, and how to go about things. They must save you 
more money than any other body you have down there. 

Mr. Hietry. I agree with you. And they save us in correspondence 
and all the other work. 

Senator Magnuson. There might be sometimes that you may only 
want a team, but you might be in a drive or in a big project where you 
might want 30. I think this limitation is not good. If you are em- 
ployi ing too many sometime we can get at you on : that. 

Mr. Hicrry. The dollars alw: ays ‘Tegul: ate that. 

Senator Magnuson. They will alw: ays regulate that anyway. 


RADIO TIME 


Mr. Hietey. I have in mind—I think it is $25 million worth of 
radio time a year we are granted. 
Mr. Garpner. I have he: ird that figure mentioned. 


EMPLOY THE PHYSICALLY HANDICAPPED WEEK 


Senator Magnuson. I would think so. I remember out in my 
State a couple of years ago we had what we called Employ the Phys: 
‘ally Handicapped W eek. 

Senator Porrer. They have that every year. 

Senator Magnuson. And there was no one down in the Veterans 
Administration there that could correlate the thing. You just did 
not have them there. 

Mr. Hictey. This department you are talking about that does that 
work for the physically handicapped, that is General Maas’ organ! 
zation. 
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Senator Magnuson. Maas is the head of it. 

Senator Porrer. In that program the whole effort is in public re- 
Jations. 

Mr. Hierry. That is right. 

Senator Magnuson. And you may take a week like that where you 
vould want 50 of these people around the country doing the job. 

Mr. Hietey. I would like to emphasize again, because it is so very 
important and you are touching on it here, these films and these other 
radio programs and everything that they put out actually do a ter- 
ritic job in lending courage and hope to a lot of these people, relatives 
as well as the veteran, who are in the throes of trying to come through. 
They keep present to them those who have made good. ‘That story 
comes over the radio. And the people out in Hollywood are just 
magnificent in the way they will do almost anything for us. 

If I may, let me present Mr. Norman Lodge, who is the Director 
of Information. We have just covered the waterfront. I do not 
know what you can say that we haven’t said. 


ACCOMPLISHMENTS OF PUBLIC RELATIONS UNIT 


Senator Magnuson. Let me ask him a question. 

Hfow much free time or free publicity do you think you get a year 
by the activities of your public relations organization 
haven’t got it in dollars and cents. 

Mr. Lover. Last fiscal year, sir, in addition, of course, to our radio 
and television progy ams which you know about, the men in the field 
put out more than 2,000 stories pertaining to the Veterans’ Adminis- 
tration. 

Mr. Hietry. What about the radio programs? 

Mr. Lopcr. On the radio programs we had, at a cost of $40,000, 
which is put aside for the veterans’ programs, in fiscal 1954 we had 
1,245,148 broadcasts with a dollar value of $28,617,000. 

Senator Porrer. Is that all free ? 

Mr. Lover. That is all public service time. 

Senator Magnuson. And you are doing the same thing in television 
when you get a chance, are you not? 

Mr. Loner. Yes, sir. 

We have had in this last year 9 different films, mostly training 
films, and they have been shown in more than 2,400 different areas. 

Senator Magnuson. Off the record. 

(Discussion off the record.) 

Senator Porrer. In any mass audience today you have a big percent- 
age of veterans, or people close to veterans. 

Mr. Hietry. And those who are interested because they are associ- 
ated with the veteran, as a father, mother, wife, or child. 

Senator Magnuson. All of us have someplace in our family some- 
one who is a veteran. 

Mr. Lover. I might say, Mr. Chairman, that the return on the Gov- 
ernment’s investment was 17,312 percent. 

Senator Magnuson. I take it that you are not very happy with the 
limitation of 20. 

Mr. Loner. I don’t think there is a more unhappy man in Wash- 
ington. 

Senator Maenuson. All right, go ahead, Mr. Higley. 


I know you 
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Mr. Hietey. We will go on then with our paragraph on page 27, 
line 12. 
STUDY OF COMPENSATION AND PENSION PROGRAM 


It is also requested that the language— 


$300,000 shall be available as the President may direct for a special study of the 
compensation and pensions program: 


which was eliminated by House action be restored and placed just 
prior to the proviso in that paragraph. 

Senator Magnuson. What are you going to do with the $300,000, 
just for the purpose of the record? It may be a laudable purpose, but 
we will be asked what you are going to do with it. 

Mr. Hieiey. That is all explained not only in here but this state- 
ment quotes the President’s budget message when he predicted that 
he would like to set up a committee to make this study. 

In his budget message the President stated : 


Our veterans’ pension and compensation laws, in particular, ure in need of 
constructive reconsideration. The non-service-connected pension system dates 
back to the Revoluntary War, and its principles requires reexamination in the 
light of recent developments, including the nearly universal coverage of the old- 
age and survivors insurance system. The overall system of stututes and regula- 
tions governing eligibility and payment rates for service-connected compensa- 
tion has not had a fundamental review for many years. It also needs to be re 
appraised in the light of the great improvement in medical and rehabilitation 
techniques and the actual economic situation of the many beneficiaries. 

I am therefore appointing a Commission on Veterans’ Pensions to study the 
entire structure, scope, and philosophy of our veterans’ pension and com- 
pensation laws in relation to each other and to other Government programs. 
This budget includes $300,000 for the continuation of the work of this Commis- 
sion in the fiscal year 1956. 


PRESIDENT’S LETTER TO GEN. OMAR BRADLEY 


Then I believe we have a copy of a letter the President wrote to Gen. 
Omar Bradley which tells the general what he anticipates should be 
done. 

Senator Macnuson. Let’s put that in the record. 

(The letter referred to follows:) 

Tue WHITE House, 
Washington, March 5, 1955. 
Gen. OMAR N, BRADLEY, 
Chairman, President’s Commission on Veterans’ Pensions, 
Washington 25, D. C. 

DeAR GENERAL BrapLEY: The Commission on Veterans’ Pensions, of which 
you are the Chairman, has been appointed by me to carry out a comprehensive 
study of the laws and policies pertaining to pension, compensation, and related 
nonmedical benefits for our veterans and their dependents. I would like the 
Commission, on the basis of its studies, to furnish me with a report, including 
recommendations regarding fundamental principles, which I can use as the 
basis for making recommendations to the Congress for modernization of these 
benefits and clarification of their relationship to our broader Government social 
insurance and family-protection programs. 

This Nation has always responded generously to the needs of those men and 
women who have served it so well in times of great danger. Pension and other 
benefits for veterans have been provided since the Revolutionary War. I al 
in full accord with this policy. 

In recent years, however, rapid and profound changs in our national military, 
social, economic, and fiscal circumstances have occurred which affect funda- 
mentally our long-standing veterans’ pension and compensation programs. 11 
1940 there were only 4 million veterans. There are now nearly 21 million, and the 
number is increasing rapidly. The necessity for recruiting large Armed Forces 
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has led to substantial improvements in military pay and other conditions of 
service. Extensive and timely medical, rehabilitation, and readjustment pro- 
grams have been established for veterans. Most notable in this respect are the 
improved medical, prosthetic, and rehabilitation measures for disabled veterans 
and the readjustment benefits for all new veterans to help them become eco- 
nomically productive and recapture the normal pattern of their lives. To 
maintain the well-being and strength of our democratie society we have also 
instituted policies to maintain high and stable employment and developed the 
proad social-security programs to provide economic assistance to the aged and 
the needy. These developments retlect the growth of the Government’s obliga- 
tions and a more adequate recognition of its responsibilities, and they have also 
had an important effect on its fiscal situation. 

While these fundamental changes were taking place, the traditional pension 
and compensation programs for veterans and their families were also being 
further extended and liberalized. Thus under existing laws and regulations 
many of our veterans will be able to qualify both for non-service-connected pen- 
sions and social security benefits when they reach age 65. In the service-con- 
nected Compensation program the standards for rating disabilities have been 
modified many times since their development in the years after World War I. 
Numerous piecemeal legislative changes have also granted legal presumptions 
of service connection and provided additional spechific awards which result in 
different payments to individuals of the same degree of disability. 

These programs are large and very significant. Expenditures for pension and 
compensation benefits to veterans are almost as large as all benefit payments 
of the old-age and survivors insurance system and are likely several decades 
hence to be double their present magnitude. In this situation the need is appar- 
ent for a constructive reappraisal of the standards under which such benefits 
should be provided. It is our duty to arrange our affairs so that future genera- 
tions will inherit an economic and social structure which is fundamentally 
sound and in which obligations, including those owed to veterans and their sur- 
vivors, are distributed equitably and not as an unwelcome burden. 

It is in this constructive sense that I have established the Commission on Vet- 
erans’ Pensions. It is my desire that this Commission sytematically assess the 
structure, scope, philosophy, and administration of pension, compensation, and 
related nonmedical benefits furnished under Federal legislation to our veterans 
and their families, together with the relationships between these benefits and 
others which are provided our citizens without regard to their status as veterans. 
The objective of this effort should be to bring up to date and correlate these 
henefits and services so that veterans and their survivors will receive equitable 
treatment consistent with the orderly development of public policy in this 
important area. 

In this task you will have the full cooperation of the administration, including 
the facilities of the Executive agencies. The White House staff will assist you 
on administrative housekeeping matters. I should like to keep in touch with 
your progress, and I ask that your final report with its recommendations be in my 
hands by November 1, 1955. 

Sincerely, 
Dwieut D. EISENHOWER. 


JUSTIFICATION FOR REQUEST 


Senator Magnuson. What we want to have is some justification of 
what you are going to do if you get the money ¢ 

Mr. Hietry. That will give you the P1 ‘esident’s ideas of what he 
was going to spend the money for. 

Senator Magnuson. What are your ideas? 

Mr. Hietry. This not a part of the our program. We will do noth- 
ing except handle the money. 

Senator Porrer. You people will not have anything to do with this 
so-called study ¢ 

Mr. Hierey. It is outside of our operations entirely. 

Seni itor Porrer. Is that the study of trying to work the vet- 
erans’ pension program into social security, and so forth? 
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Mr. Hiciry. It is supposedly independent of that. This is en- 
tirely the President’s committee and program, and we are merely the 
vehicle to get the money and see that it is spent for that purpose, 
The results of what they do, of course, would be transmitted to Con- 
gress, and will affect us. But we are not a part of the committee or 
involved. 

Senator Magnuson. They would be outside people appointed to 
take a look at the program ? 

Mr. Hieiry. That is right. And Gen. Omar Bradley is the Chair- 
man. They have named the other seven. Or is it six ? 

Mr. Kersey. Six. 

Mr. Hietey. They are gentlemen from around the country. They 
are just going to take a good look at this whole pension program, pri- 
marily as it relates to what the Government is doing in other depart- 
ments for people, duplications that may be involved. And [ also think 
they are going to check on what the States are doing. 

Is that correct ? 

Senator Porrer. I don’t know. I know there has been some con- 
cern just as to the scope of the study, and it is my own personal opin- 
ion—I have no objection to the study. 

Senator Macnuson. Let me see that letter. 

Do you know, Mr. Higley, if there is any objection to making this 
letter public? 

Mr. Hietey. I think that is a public letter. 

Senator Maenuson. In other words, this may point out just what 
is intended, to clear up any misunderstanding. 

Mr. Hietey. I think it is something that probably should be done, 
and if a program is good no amount of checking is going to change it. 
If it is wrong they may find out wherein it is wrong. But it 1s up 
to the Congress, of course, eventually to say whether the change shall 
or shall not be made. 


LIMITED TO NON MEDICAL BENEFITS 


Senator Maenuson. I think the first paragraph is the key to it: 
The Commission on Veterans’ Pensions, of which you are the Chairman, has 


been appointed by me to carry out a comprehensive study of the laws and 
policies pertaining to pension, compensation, and related nonmedical benefits— 


He limits it to nonmedical benefits. 


for our veterans and their dependents. I would like the Commission, on the 
basis of its studies, to furnish me with a report, including recommendations 
regarding fundamental principles, which I can use as the basis for making 
recommendations to the Congress for modernization of these benefits and clari- 
fication of their relationship to our broader Government social insurance and 
family protection programs. 


I think that sets it out. 
Mr. Hietry. That is the broad concept. 


HOUSE ACTION 


Senator Porrer. It was knocked out in the House on a point of 
order. 
Mr. Hierry. That is right. 
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Senator Magnuson. In other words, if this is not placed back in 
you haven’t any money to go ahead with this program. You would 
not be able to use any money for this program. 

Mr. Hietxy. General Bradley would not be allowed to. I do not 
want anybody to think that we are going to have $300,000 to spend 
because we are not going to be able to do that. 

Senator Magnuson. I want to get the record clear. Unless this 
language is put back in you will not be allowed to give General 
Bradley $300,000 to use for this program ? 

Mr. Hietey. That is correct. 


PAYMENTS TO COLLEGES FOR ATTENDANCE REPORTS 


Going on to page 27, line 14: For the purpose of clarity, it is re- 
quested that the language— 

Provided further, That no part of any appropriation shall be used to pay educa- 
tional institutions for reports and certifications of attendance at such institu- 
tions an allowance at a rate in excess of $1 per month for each eligible veteran 
enrolled in and attending such institution— 

be reinstated. This language was eliminated from H. R. 5240 on a 
point of order. 

Since the language in the Appropriation Act for 1955 reads— 
no part of any appropriation shall be used to pay educational institutions for 
reports and certifications of attendance at such institutions an allowance at a 
rate in excess of $1 per month for each eligible veteran enrolled in and attending 
such institution [italics supplied ]— 
it could be argued that the elimination of this language now would 
not result in terminating the limitation. In the event this language 
is not repeated and the language of the previous act is not regarded 
as permanent legislation, additional funds of approximately $2,400,000 
would be required to meet payments at $1.50 per month as provided in 
Public Law 550, 82d Congress. 

You passed the law which provided $1 per veteran per month on 
the reporting. 

Senator Porrer. That goes to the institution. 

\ir. Hierey. For making their report. That is what it has been. 
Ona point of order, they knocked that out of the House bill. Whether 
t was necessary to be in there is the debatable point. Whether we 
have attained permanent legislation is a moot question. However, 
they did knock it out as being legislation improperly in an appro- 
priation bill. 

Senator Macnuson. I do not quite understand why you have to 
have any limitation at all. Can’t you pay what you want to pay? 

Mr. Hictey. The original bill provided that we should pay $1.50. 

Senator Magnuson. I see. 

Public Law 550 requires you to pay $1.50? 

Mr. Hietey. Yes. 

Senator MaGnuson. And you want to pay a dollar. 

Mr. Hictey. And we want to pay a dollar. And we want to be 
very sure we only pay a dollar because if we don’t it will cost us 
*2,400,000 more. 
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Senator Magnuson. Of course, we have a technical legislative prob- 
lem here. The Senate will knock this out on a point of order, too, 

Mr. Hieitry. Will they ? 

Senator Magnuson. We should probably change Public Law 550, 

Mr. Hiciey (reading) : 

No part of any appropriation shall be used to pay educational institutions 


We don’t know whether that will stick or not. 

Senator Porrer. I am wondering whether we should pay anything, 

Don’t the schools, the institutions, consider the fact that that is 
certainly an encouragement for enrollment and staying there’ | 
don’t know how voluminous your reports would be. 

Mr. Higney. Maybe we could ask Mr. Coile, in whose department 
that would be, to answer you. 

Mr. Comtr. Yes, sir. 

Under Public Law 550 authority for the Korean veterans, each 
veteran student pays his own tuition to an institution. He gets an 
overall allowance from the Government. From that he pays his 
tuition. 

The law further provides, however, that we cannot send him his 
monthly allowance until we have had a report from him and the insti- 
tution concerning his attendance during that month. So the law 
requires the institution to report to us monthly, and, in order to com- 
pensate them for the additional paperwork over and above what is 
normally performed for other students, the law provides we pay each 
institution an allowance for making these reports at the rate of $1 
a month. 

Senator MaGnuson. $1.50 a month. 

Mr. Cortez. $1.50 a month. Thank you, sir. 

Then the appropriation bill for the last 2 years has put a limitation 
on reducing that to $1 a month. 

I don’t think our position is one of arguing whether the $1.50 is the 
proper amount or the $1 is the proper amount. But the funds pro- 
vided in the appropriation as at this time are geared to $1 a month. 
And then they knocked out the rider. 

Senator Porrer. I see. If Congress knocks out this rider, if we 
don’t go down and put it in, we have got to give you more money to 
pay the schools. 


PAYMENTS TO COLLEGES MANDATORY 


Senator Maenuson. It is mandatory. 

Mr. Corte. We have to pay it. 

Senator Macnuson. You have to pay it. And if Congress said you 
had to pay $1.50 they should provide the funds for it. 

I don’t suppose you people care what you pay as long as the funds 
are provided. 

Mr. Corte. We don’t know which is right. 

Senator Porrer. I think the chairman is right. That is something 
that should be taken up with the legislative committee. 

Senator Macnuson. If it is too much they ought to cut it down. 

Mr. Corer. It happens that this is in our administrative expense 
budget. 
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Senator Magnuson. If you put it in under the Senate rules you 
would have to ask for a suspension of the rules of the Senate, which 
is sometimes done. 

This is off the record. 

(Discussion off the record. ) 

Senator Porrrer. How much more will it cost you 4 

Mr. Hictry. $2,400,000. 


ATTITUDE OF THE SCHOOLS 


May I ask this question: Mr. Coile, have the schools indicated that 
they are dissatisfied with the $1 payment ? 

Mr. Come. I have had one indication of the dissatisfaction of a $1 
payment. 

Senator Porrer. You are paying them $1 now ¢ 

Mr. Cottr. We have been. 

Senator Porrer. That is from the language written into the appro- 
priation bill last year. 

Mr. Hietey. A year ago. And we prepared our budget on the sup- 
position that that was going to stay, and then they knocked it out. 
Now if it is not put in and we go back to $1.50 it will take $2,400,000. 
I think that ways and means should be found to hold it at $1 because I 
think the schools in general are quite well satisfied with that income, 
which runs into how much money, Mr. Coile? 

Mr. Com. On the workload that was anticipated in the budget it 
ran to $4,779,000. 

Of course, if you have a higher workload it amounts to more money. 
It is not a controllable item. It depends on how many veterans are 
going in. 

Mr. Hairy. It is a reasonable sum of money they are now getting 
for making these reports which are required. It is extra work as 
far as they are concerned, but if they are not complaining 1 don’t 
know why we don’t keep this at $1. 

Senator Magnuson. When they find out about it they will start to. 

Mr. Hicgiry. That is possible. 

Senator Porrer. This has been in operation for a year, has it not? 

Mr. Hiciry. Two years. 

Senator Porrer. At $1? 

Mr. Hietry. Yes. I think the reason involved in this whole propo- 
sition Was not at issue when this motion was made to strike that out, 
| think it was on the basis that this was legislation, it was legislating 
y appropriations, I believe was involved in the thinking. 

Senator Magnuson. What we should say in the bill is not more 

you than a certain amount shall be paid, and then you could determine 
What you wanted to pay. 
inds Mr. Hietey. It says in here— 


shall not be paid in excess of $1 per month. 


hing It just places the lower limitation. 

, Senator Magnuson. We will take a look at it. 
. Let’s go ahead. 
ense Mr. Hietry. All right. 
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PROVISO ON ELIGIBILITY FOR DENTAL CARE 


Page 29, line 24, is somewhat in the same category. The appro- 
pri tion acts for recent years have contained a provision restricting 
eligibility for dental care which has resulted in a substantial decrease 
in our fund requirements for this purpose. This provision has been 
eliminated from H. R. 5240 on a point of order, and it 1s our under- 
standing that this action was due to the introduction of H. R. 5100, 
which, if enacted, would establish this restriction as permanent legis- 
lation. However, it is recommended that as a safeguard the restric- 
tive language of previous years be repeated in the fiscal vear 1956 
A ppropris ition Act, including also the provision of Public Law 44, 

83d Congress. In the event this language is not incorporated in 
the Appropriation Act, and the proposed permanent legislation fails 
to pass, an additional fund — ment of approxim: ately $16 million 
would result in the fiscal year 1956. 

Senator MAGNnvson. Restain that in a practical way. What hap- 
pens with the dental out-patient service ? 

Mr. Hiciry. With men coming out of the service their teeth are 
checked, and if they have anything wrong they are told to go to the 
Veterans’ Administration and have it fixed up. They become service 
connected—noncompensable but service connected. And the way that 
law was being administered they were getting not only what was wrong 
at that time but adjunct treatment. And the number of people 
waiting for care ran up to 350,000. A tremendous amount of money 
was involved. I believe it was as high as $28 or $24 million a year. 


AMOUNTS PAID TO DENTISTS 


Senator Macnuson. Let me ask this right there. 

How much do you pay the dentist per patient or per hour or what? 

Mr. Hicrry. Can you tell me that? 

Senator Porrrer. Are they VA dentists? 

Mr. Hicrry. No. 

The average treatment case is $112. 

Senator Macnuson. Average? 

Mr. Hicrry. The average of what they had coming was $112. 

Senator Magnuson. The dentist gets $112 average for all these 
patients? 

Mr. Hierry. This is for the whole treatment, for taking care of 
everything that he had coming and whatever is wrong with him. Is 
that not right? 

Mr. Scuoen. That is right. 

Senator Magnuson. I don’t suppose there is a person in this room 
that could go to the dentist right now and there wouldn’t be something 
wrong with him. I don’t suppose there is a person here that does not 
need some kind of a filling or something. 

Mr. Hictry. We found that 40 percent of our money was being 
spent for repeat work because you could always find adjuncts and 
keep on going and going and going until finally you supplied dentures 
and everything else. So we had to draw a line somewhere and with 
the doctor in charge of our whole dental program, Dr. Fauber, we 
worked out an administrative restriction. 
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ONE-TREATMENT EPISODE 


We said that when a man came out of the service and came to us 
if we took care completely of what was wrong at that time, then we 
were through. That is the one-treatment episode, and we would give 
him no further care. That is in this bill, H. R. 5100. And we think 
it has to stay in there because it opens up the gates to an almost unlim- 
itel amount of dental care. 

Now if this H. R. 5100 passes, can anyone tell me 

Mr. Ketsry. It has passed the House. 

Mr. Hietry. It passed the House April 18, 1955. If somebody 
would tell me that the Senate will very definitely pass that then we 
would not be worried because it would become permanent legislation 
and our troubles would be over. 

Senator Maanuson. The point the House made was that this should 
he legislation. 

Mr. Hieiry. It should be. He was correct. 

Senator Magnuson. It should be legislation. 

Senator Porrer. You say there is a bill pending on this. 

Mr. Kesey. It has passed the House. 

Senator MaGnuson. Yes, we have a bill pending. 

I am amazed at the average, the $112. 

Senator Porrrer. I assume, Mr. Chairman, that the dentists know it 
is pretty safe pay, and, for some, they will drag it out. 

Mr. Hietry. This is Mr. Schoen, the Controller in the Medical 
Department. Rather than tell me, if you have a statement to explain 
the answer that the Senator wants, will you just tell them how that is 
arrived at? 

Senator Maqgnuson. Let’s get this straight here. 


SERVICE-CONNECTED DENTAL WORK 


I get out of the service and they look at my teeth. And I don’t 
care who they look at, there is something wrong with them. 

Mr. Hieiny. And you are ina hurry to get home. 

Senator Macnuson. I am in a hurry to get home, and they give me 
aslip and say I can go to a dentist. 

Mr. Hietry. Your service records are examined by the VA to de- 
termine your service connection. And then that qualifies you to come 
to us, and we automatically will take care of your teeth. 

Senator Magnuson. Then I come home and I go to my VA office. 

Mr. Hietry. That is right. 

Senator Magnuson. And I say I am service connected for my teeth. 
I want to have something done to them. Where do they send me? 
To what, dentist ? 

Mr, Hietry. They send you to a hometown dentist in almost all 
cases. Some of it is done in our own clinics. Usually we try to take 
care of them where they live. 

Senator Maanuson. Then I go to the dentist and he takes a look at 
me and says, “Why, you need 3 fillings instead of 1.” 

Mr. Hictry. But we only certified that work which is service 
connected. I don’t know as that would happen. 

Senator Maenuson. Not one filling. You certify one visit. 
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Mr. Hictey. We certify that we will take care of what was service 
connected as he came out of the service. We will put him back in 
good condition. 

Senator Magnuson. Does the service dentist take a look at him? 

Mr. Scuoren. At discharge. 

Senator Magnuson. That is some look they take at you when you 
are discharged. It is like this, and they say, “Get going.” 


PRISONERS OF WAR EXCLUDED FROM RESTRICTION 


Mr. Hieitey. If they just mark on the “service connected” we have 
to look and see what was wrong with him. And we have decided, 
and the doctors concur, if we put him back so his teeth are in good 
condition we have done all that we should be required to do except 
for those who have trauma where it is something other than normal 
causes, if there is a wound involved. We did exclude prisoners of 
war because we were not sure whether that was more involved. And, 
of course, we guarantee that it will be a first-class job. If in 6 months 
or a year it develops that some dentist did a poor job and did not do 
his work properly- 

Senator Magnuson. Who determines that? 

Mr. Hietry. It would show up, I assume. If it shows where he 
put a filling in and abscess developed, showing that it was not prop- 
erly prepared, we would feel that he had not received the treatment 
to which he was entitled. 


RATE OF PAY TO DENTIST 


Senator Porrer. What is your rate of pay to the dentists ? 

Mr. Hiciry. Will you tell us that, Mr. Schoen ? 

Mr. Scnoen. I am Luther Schoen, Acting Controller of the De- 
partment of Medicine and Surgery. 

The payment to the dentist is based on a fixed fee which is negoti- 
ated usually with the State dental societies, between the VA and the 
State dental societies. 

Senator Porrer. How do they correspond with private treatment? 

Mr. Scnoren. They are based on the principle that the Government 
will not be we arged more than what the average or normal rate of 
pay is for a private patient. 

Mr. Hieiry. Is that in a given locality ? 

Mr. Scuoen,. It is by States. 

Mr. Hiciey. Isn’t this supervised to some extent by the dental as- 
sociation ? 

Dr. Mipptetron. It is negotiated between the VA and the State so- 
ciety. 

Senator Magnuson. I would think that the average dental society 
would probably make those rates somewhat lower than if I walked 
in off the street. 

Mr. Higiey. They are not supposed to make it any higher. 

Senator Magnuson. But the $112 average, to me, seems quite large. 
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a 
SPANISH-AMERICAN WAR VETERANS 


Mr Scuoen. I think sir, that when you look at the cross section of 
people who are cared for, prisoners of war, for instance, or veterans 
of the Spanish-American War- 

Senator Magnuson. Are we will taking care of their teeth 4 

Mr. Scnoen. Yes. 

Senator Magnuson. They haven't any teeth left, have they ? 

Mr. Scnoen. That may be the reason why it costs so mue h. It costs 
quite a bit to get artifice: al teeth. 


DENTIST RADIO ADVERTISING 


Senator Magnuson. I have listened over the radio in my hometown 
in Seattle to dentists inviting GI’s to come in and take care of their 
teeth. 

Mr. Higury. They couldn't go without an authorization from us. 

Senator Magnuson. They say, “We take care of GI’s.” I suppose 
it is some of the advertising. 

Senator Porrer. Practically any veteran, if he had difficulty with his 
teeth, would be eligible to goin and get treatment ? 

Mr. Higiry. No. This same veteran who came out with a service 
connection, the next time when a tooth next door to the one fixed starts 
acting up, it is not a great stretch of the imagination to assume here 
was maybe some connection down in there. The w: ay it works you keep 
working around the mouth and you become heir to his dental problems 
as long : as he lives. 


TIME LIMIT 


Senator MaGnuson. Is there any limitation as to when he goes to 
the dentist ? 

Mr. Hietry. No. He has to apply for his care within 1 year after 
he gets out. 

Senator Maenuson. I would suggest that I could walk down now 
and go to the dentist and they would find something from when they 
dischar ged me. It might still be there. 

Senator Porrer. Where do you say you are running into it? 

Mr. Hietey. World War II and Korea. 

Senator Magnuson. That includes me and Senator Potter. 

Mr. Hierry. According to this, you have to come to us and say 
“my dental defec ‘ts are the result of my service, and I want my teeth 
taken care of.” And we insist that they have to come and say that 
within a year after the time of discharge. 

Now whether we take ¢ are of them or not depends on what our load 
is and how much we have in money. 

Senator Porrer. I have a service-connected disability, but it was not 
iy teeth. Would I be eligible for dental treatment? 

Mr. Scnorn. If you had a service-connected disability other than 
the dental diss ibility, and your dental condition, an abse essed tooth or 
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something like that, was complicating the condition you already have, 
then you can be provided with care. That is where there are com))i- 
cations from the dental condition. 

Senator Magnuson. All this gets down to the interpretation of the 
word “connected,” does it not ? 

Mr. Hictey. We only want to connect what was wrong with him 
when he gets out of service. If you don’t do that, if a man waited 5 
years and came to us for the first time and said “Now I am service 
connected, and I want my teeth fixed” what are you going to fix? Are 
you going to fix what was wrong with him when he came out of the 
service, or if by that time he has let his teeth go to pieces so he needs 
a denture, would you give him a whole denture? We insist that you 
have to have in here that he comes in within 1 year and says “I want 
the dental treatment to which I am entitled.” 

Senator Magnuson. What you are talking about is you want lJan- 
guage or authority 

Mr. Hietry. Left in the bill. 

Senator Magnuson. Left in the bill to limit this. 

Mr. Hictry. Unless they pass this HT. R. 5100. If they do that that 
will help the situation. But it will be $16 million if they don’t. 

Senator Magnuson. I cannot tell you the status of that bill. I don’t 
know where it has been referred. 

Mr. Brrosati. Labor and Public Welfare. 

Senator Magnuson. Labor and Public Welfare. 

If we are not successful in the appropriation bill we then ought to 
urge that this legislation be passed, and the basis of not being suc- 
cessful will probably be a good justification to expedite it. 

Mr. Hietry. I wish you would. If that can be done, then this re- 
quest here is out of order. 

Senator Macnuson. Now let’s get the figure on this dental matter. 
Do you want some more money on that? 

Mr. Hictry. No, sir. If H. R. 5100 is passed it will help us meet 
the problem. 

Senator Maenuson. If it is not passed then you have to have $16 
million more. 

Mr. Hieiry. That is right. And, gentlemen, it goes beyond money. 
It puts us back in the business of almost an endless big dental pro- 
gram that will go on and mushroom out into a tremendous thing as 
time goes on unless this restriction is in. But the answer is to pass 
H. R. 5100 and almost everybody will be satisfied. 

Senator Magnuson. Everybody but the fellow with the teeth. 


REQUEST FOR LANGUAGE CHANGE 


Mr. Hictry. The final item, Senator, is very easy. It is merely a 
matter of words, page 32, lines 13 and 14. In addition to the language 
changes requested in our letter of April 7, 1955, it is desired that the 
words “technical services” be substituted for the language “prepara- 
tion of plans and specifications.” It is believed that the language 
now contained in this section may be so restrictive as to exclude some 
necessary technical service costs. 

Senator Magnuson. What line is that on? 

Mr. Hicrey. Lines 13 and 14. That has to do with allocation of 
funds to get started at Downey. And the point is that the wording 
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“preparation of plans and specifications” might not be broad enough 
to include what has to be done out there. 

Senator Magnuson. Is there a specialized hospital? And they are 
just going to handle those cases ? 

Mr. Hicuey. That just refers to that particular hospital. 

Senator Magnuson. They are going to handle those cases only ? 

Mr. Hietey. At that particular hospital they are going to go out 
there and make these plans and specifications as to what shall be done 
ut Downey to replace the present structures there. 

Senator Macnuson. This is a specialized hospital only to handle 
this type of cases. 

Mr. Higtry. That is an NP hospital. 

Senator Macnuson. Is that the only one you have? 

Dr. Mippteton. Oh, no. We have 40 of them. 

Senator Magnuson. I meant that handle NP cases. 

Dr. Mippteron. Yes, 40 of them. 


TOTAL BEDS IN NP HOSPITALS 


Senator Porrer. How many beds altogether? 

Dr. Mippieton. 49,000 NP beds in the NP hospitals, 11,000 NP beds 

i general hospitals, G. M. and S. hospitals, a total of 60,000 NP beds 
in VA hospitals and 2,300 NP patients in private and State hospitals, 

Senator Porrrer. I am sure you are famifis ar with the fact that there 
appears to be quite a deficiency of hospital beds in the great State of 
Michigan for NP cases. 

Dr. Mippteron. We have had a delegation this morning informing 
us of that. 

Senator Porrer. I am to see them tomorrow morning. 

Dr. Mippteron. I shall see them tomorrow morning again. 

Mr. Hictey. We are sending out a survey team to look into what 
can be done. We have to look at it as to the troubles at Custer, for 
instance, as compared with the situation in other States. 


SHORTAGE OF PSYCHIATRISTS 


[ do think, Doctor, you might tell the Senator that beds are not 
the whole answer to our problem. It is psychiatrists and those who 
can work in that field. There is a great shortage, and that sometimes 
limits us in going ahead with the program. In fact, you have that 
trouble at C uster, don’t you? 

Dr. Mipptevon. We have that trouble at Custer and Dearborn 
articularly. 
| Mr. Hietry. And in Detroit we are having a little trouble. 

Senator Porrer. Have you made any additional requests for funds 
for handling this NP problem ? 

Dr. Mipptetron. We have within the limitation that has been set, 
Senator. There are two new hospitals. 

Senator Porrer. Have you got any more in this budget for NP 
patients? 

Dr. Mippieron. Yes. 

Senator Magnuson. That is your biggest single item. 

Dr. Mivpieron. It is our heaviest out of 110,000 patients. 
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HIGH PERCENTAGE OF MENTAL CASES 


Senator Magnuson. I think the problem is as General Hershey 
testified yesterday, that they have 37 percent rejects, and of the 37 
percent 40 percent were mental cases. That is an alarming figure. 

Mr. Hietry. When you stop to think that the veterans we get come 
out of the 63 percent that they accept it shows you that it is quite a 
problem. The rejects we don’t ever see. But I will add this, that we 
are making progress, as well as lots of others, and this problem i Is going 
to be licked. I may be talking out of turn. I am no doctor. But | 
do know that we are going to make progress. We are very short of 
psychiatrists, however. 

Senator Porrer. I assume that there is a shortage of psychiatrists 
in the country. 

Mr. Hietry. Yes. The States are wrestling with the same problem, 


RESIDENT TRAINING FOR PHYSICIANS 


We are making a contribution by a residency training for physi- 
cians who have the proper qualific ations. We give them this train- 
ing in our psychiatric hospitals, and they can come out as psychiatrists, 
We pay them their full salary while they are doing that, and, of course, 
they are serving in the hospitals at the same time. But with this 
proviso, that when the y come out they will work for us a minimum 
of 2 years, and go where we want them to go. That is our contribution 
to this great problem. 

I don’t know whether you want this, Senator. It is the nub of our 
troubles, as you have put it. 

Senator Magnuson. I will tell you what I think we will do. Many 
of the Senators on this committee have asked me on this hospital 
matter that we dispose of our other matters and that some time maybe 
within the next 2 weeks we discuss this whole hospital question because 
I have a stack in my office, which you people get, too, of complaints 
on this, that or the other. So we will let that matter go and then I 
am sure that, Doctor, you will be available, and I think they would 
like to sit around and just discuss the whole problem with you because 
we appreciate it is just as much of a problem to you as it is to all of us 
as to the information and things we get about the veterans’ hospitals. 
And, of course, the veterans’ organizations themselves are always on 
top of it. We won't be marking the bill up anyway for a couple of 
weeks, and I thought we could get through with the other items and 
let that matter rest. 

ALCOHOLISM PROGRAM 


Senator Porrer. Along that line I have had some people that have 
talked with me about the Veterans’ Administration providing some 
type of progr am to cure alcoholism. Has that been brought to your 
attention ? 

Mr. Hicrry. That is one of our great difficulties, and it happens that 
Detroit is one of the places where we have had trouble. It 1s a most 
difficult problem. Whether there is a cure I don’t know. But, you 
see, we cannot keep a man against his will. We cannot hold him 
ina hospital. So they come in and then they go out, and in a week 
they are back again. And that leads to the very damaging statement 
that we take care of a lot of drunks, which, of course, is taking a 
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very minor percentage and making it sound like it was a big problem. 

The point is, as I see it, how much of that is mental. A confirmed 
aleohhe, how much of it is 

Senator Magnuson. Frustration. 

Mr. Hierry. Mental. And if it is mental, then maybe you have got 
me to go beyond that. 

Dr. Mippieron. It is an illness. 

we Senator Macnuson. It is an illness, sure. 

Ing Senator Porrer. I would assume that that is something that prob- 
it ably could come into your NP programas it expands. 

of Dr. Mippieron. It does. It is an integral part of the program. 

Mr. Higiey. Can you answer his question, which really was, Are we 
doing anything about it ? 

Dr. Mippteron. We are, yes. 

Mr. Higtry. Do we hope that we can find a solution / 

Dr. Mippteton. Tam afraid that solution is going to be a very diffi- 
cult one. 

Senator Magnuson. It is a new field. 

Mr. Henry. It is a new field for an old habit. 

Senator Magnuson. The postwar increase has been alarming. And 
only recently have the medical schools and the universities gone into 
the matter. I suppose the best example is the Yale experiment. 

Dr. Mippirron. That is right. 

Senator Magnuson. But it is just about as serious as the other 
one. I think the two of them are correlated. 

Dr. Mippietron. That is right. 


REPORT ON PSYCHIATRIC SITUATION 


Mr. Hiatry. This has been prepared for this committee, and I think 
it is something you will be interested in. It probably should be con- 
tained in your report. It is entitled “Accomplishments and Present 
ind Future Needs of Psychiatry and Neurology Service, a Report to 
Committee on Appropriations;” it tells you pretty much about where 
we stand on this whole psychiatric situation. Is that correct 4 

Dr. MippLteron. That is right. 

Mr. Hierry. And I believe you might find it worth while to put in 
this report so it is available to everybody if there is no objection. 

Senator Magnuson. We will put that in. 

(The information referred to follows :) 


DEPARTMENT OF MEDICINE ANID SURGERY, VETERANS’ 
ADMINISTRATION 


ACCOMPLISHMENTS AND PRESENT AND FUTURE NEEDS OF PSYCHTATRY AND 
ave NEUROLOGY SERVICE 
yme 


The responsibilities facing VA psychiatry, neurology, and clinical psychology 
our 


demand a critical appraisal of present accomplishments and of present and 
future resources and needs. In order that a most earnest presentation of the 
hat situation be made in simplest terms, I shall present the report in four parts: 
ost What is needed; why it is needed; what is available, and the conclusions, 
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I WHAT IS NEEDED 


the program of the Psychiatry and Neurology Service since 1946 is without 
precedent for the rapidity with which a high quality of professional care Was 
nade available to a vast number of psychiatrically and neurologically disabled 
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veterans. This achievement was made possible only as a result of substantig 
financial support, strong leadership and guidance in the development and operas 
tion of hospitals and clinics, combined with intelligent local leadership. ‘The 
assistance of medical schools through dean’s committees, and the participation 
of training universities has been particularly important. The general quality of 
VA services in psychiatry, neurology, and clinical psychology was recognized 
nationally and became an example of what can be accomplished in public hos. 
pitals and clinics. The training programs in these specialties, established under 
the dean’s committee and university, achieved a high level of national recog. 
nition. 

Whether or not the program will go forward to greater achievement depends 
upon fulfillment of the following needs: 

(1) Development of research into the causes and effective treatment of 
mental disorder and of neurological diseases on a broader and more substan- 
tial scale. 

(2) A bold extensive study to determine the relative therapeutic effec. 
tiveness of various administrative structures, staff patterns, treatment pro- 
grams, and hospital designs. 

(3) Greater participation in joint activities with State governments and 
community agencies to promote the reintegration of the convalescent psychi- 
atric patient into the community. 

(4) Resources to meet ongoing inservice education and the conduct of 
training programs in psychiatry, neurology, psychology, social work, nursing, 
and other related fields. 

(5) More consultants for mental hygiene clinics. 


Il. WHY IT IS NEEDED 


The VA is assigned responsibility for providing both hospital and outpatient 
medical care to veterans for service-connected disabilities. For hospital treat- 
ment, the law has provided that veterans with disorders not service connected 
may be admitted if a bed is available. Outpatient treatment, however, is pro- 
vided only to veterans with service-connected disorders. The VA also has re- 
sponsibility for performing medical examinations for a number of prescribed 
purposes, the most frequent of which is the adjudication of compensation and 
pension claims. 


Demand for psychiatric services increasing 


The VA achieved its leadership in the period after World War II when a grate- 
ful public offered wholehearted support to a program for the medical care of 
returned veterans. Since World War II the demand for psychiatric services for 
veterans is increasing both relatively and absolutely. Over 90 percent of vet- 
erans presently on the waiting list are psychiatric or neurologic patients. 


Factors important in high staff morale 

In reviewing VA hospitals and outpatient activities, we include the staffs, their 
numbers, their profesional qualifications, and their need for educational and 
training programs. The morale and spirit of these workers is highly important. 

Staff morale, in a medical setting, is particularly dependent on the program of 
educational and research activities. Without these, the practice of medicine 
becomes routinized, patient care deteriorates, and the more capable staff mem- 
bers transfer or resign for more professionally stimulating positions. Without 
inservice education, staff are not properly prepared to care for patients; without 
research we cannot expect our methods of treatment to improve. 


Ill. WHAT IS AVAILABLE 
1. Hospitals 

The VA has currently 39 psychiatric hospitals and 70 NP services in G. M. and 
S. hospitals. Eight psychiatric hospitals—Tomah, Wis., Lebanon, Pa., Montrose, 
N. Y., Salt Lake City, Utah, Brockton, Mass., Salisbury, N. C., Jefferson Bar- 
racks, Mo., and Pittsburgh, Pa.—have come into being since 1946, with an addi- 
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tional new hospital at Sepulveda, Calif., opening in 1955. VA hospital beds for 
psychiatric and neurological patients are indicated in the following table: 


Hospital beds on psychiatric and neurological services, November 1954 


| 
| | Neuropsy- 
Nonpsychotic chiatrie- 
psychiatric tuberculosis 
beds 


Total | Psychotic Neurological | 


iropsychiatrie hospitals | 48, 929 46, 689 1, 594 
ropsychiatric services in general 
edical and surgical hospitals . 10, 724 4, 778 2, 259 


ORG Actaxuwiunshneanianntnten 59, 653 51, 467 3, 853 


it should be noted that the neuropsychiatric-tuberculosis beds are not included in the total. 


\n additional 828 beds have not been activated because of difficulty to recruit 
staff, particularly in the uonmetropolitan locations of most of the VA NP 
hospitals. 

(he number of patients on psychiatry and neurology services are as follows: 


Average daily patient load, psychiatric and neurological services—November 1954 


Neuropsy- 
chiatric- 

| tuberculosis 
patients 


Nonpsychotic N 


Total Psychotic psychiatrie | > eurological 


Neuropsycehiatrie hospitals_ -- - 46, 983 44, ¥75 


\curopsychiatrie services, general 
nedieal and surgical hospitals 9, 815 4, 462 


These are classified as tuberculosis service although they also require psychiatric services. 


Note.—The percentage of bed occupancy in our neuropsychiatric hospitals averages 94 percent. 


Hospital staffs, November 1954! 


} } 
te .,. | Other physi- 
Psychiatrists | Neurologists ther | ny ™ 
| cians 
Neuropsychiatrie hospitals | 
Neuropsychiatric services, general medical and surgical hos- 
pitals- - 


Excluding managers and chiefs of professional services. 


According to the staffing standards of the American Psychiatrie Association, 
our hospital services are 30 percent understaffed in phychiatrists, 33 percent 
understaffed in nurses, 25 percent understaffed in aides, and 43 percent under- 
staffed in social workers. 

Distribution of staff is less than desired. Certain of our medically isolated 
psychiatric hospitals are understaffed to a point that, at times, 1 physician cares 
for more than 300 patients. 

By 1960, when it is estimated that the VA will have 62,800 beds for psychiatric 
and neurological patients, 253 more psychiatrists, 42 more neurologists, 450 more 
psychologists, 340 social workers, and 2,555 nurses will be needed above the 
number now employed. 

The rates of discharge from our hospitals are relatively favorable, although 
each year a small percentage of our patients become chronic and require long-term 
care, A study of a 30-percent unselected sample of veterans with primary NP 
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diagnosis, admitted or readmitted to VA hospitals in April 1948, revealed that 
only 8 percent were still hospitalized in a VA hospital 2 years later. These veter- 
ans remaining in the hospital were chiefly cases of schizophrenia, a considerable 
number of which become chronic. However, of 327 patients admitted with this 
diagnosis, 199 or 61 percent were in the community 2 years later, and the later 
relapses necessitating rehospitalization were more than balanced by later dis. 
charges of those remaining. A total of just over 80 percent of these 327 veterans 
were released to the community within 5 years. 

VP services in general hospitals.— The development of NP services in gener! 
hospitals has been particularly valuable even in general hospitals as small ss 
2) beds. Veterans tend to seek treatment earlier if admission to a general hos 
pital is possible. The number of patients returned to the community from onp 
seneral hospitals is high. These psychiatric facilities also provide consultant and 
treatment service to all patients in the general hospital. The services of psychia 
trists, neurologists, and psychologists in general hospitals is not limited to ps, 
chiatric and neurological beds, but includes. to a substantial and increasing 
degree, consultation for and treatment of medical. surgical, and tuberenlons 
patients, particularly those with psychosomatic disorders. For example, while 
the number of patients on neurological services is around 4,000, the total number 
of hospital patients with primary or secondary neurological diagnoses is around 
11,000 at any one time. The other 7,000 patients occupy medical, surgical 
tuberculosis beds. 

Obsolescence of some hospitals.—In our psychiatric hospitals the problem of 
obsolescence has been reviewed and a program of correction is being formulated 

More patients on open wards.—VA hospitals have active programs of rehabili- 
tation which contribute toward the recovery of patients. In comparison With 
past public mental hospital care in this country, we maintain many more patients 
on open wards. When we successfully control them without finding it necessury 
to use locked wards, they function at a higher level. We estimate that more 
than 10.000 patients are on an open-ward status. 

Programs aiding transition to community. —A sound mental-health prograin 
in this country should implement the transition of a convalescent mental patient 
back to the Community. It is not generally recognized that the recovery of the 
mental patient is often a very gradual development. To achieve such recover) 
it is necessary that the individual experience a gradually increasing responsi- 
bility exceeding the facilities available on a mental-hospital ward. 

One important development in the VA in this regard is the member-employve 
program, developed in our domiciliaries and extended to some of our hospitals 
Under this program a patient who has made sufticient progress may be trans 
ferred from patients’ to employees’ quarters and employed by the hospital at a 
regular, though modest, salary. He is, in this Way, enabled to make the transi- 
tion to regular employment in the community in two steps, and in the few 
instances in which even this first step of transition proves to be too great. he 
can easily be returned to the simpler and more protected atmosphere of. thé 
hospital ward. Further exploratory steps in other directions are being taken 
to extend this principle in treatment rehabilitation. 

When patients leave the hospital they are placed on trial visit, and trial visit 
supervision is provided by social workers in regional offices and hospitals 
Community agencies give supplemental help in some cases. About 4,000 patients 
are on trial-visit status at one time, with 75 percent being supervised by regional 
offices and 8 percent by hospitals. Additional patients could be placed and 
kept on trial visit if there were sufficient social workers both in the hospitals 
and the regional offices. There are now 374 social workers in the regional 
offices exclusive of mental-hygiene clinics. 

The foster-home program provides family and community life for selected 
patients without homes of their own and has succeeded in placing about 1,000 
patients since 1951, of whom 251 have been discharged from the hospital. 
Another 146 have been transferred to regular trial visit status with hospital 
discharge in view. 

We shall continue our efforts to help patients return to the community. Our 
hospital programs to this end have progressed and we are intensifying our 
efforts to inerease community acceptance, understanding, and provision for 
the mentally handicapped person who leaves the hospital. Increased staff 
effort, particularly by social workers and vocational-counseling psychologists, 
Will be required. 

Increasing numbers araiting hospitalization —On November 30. 1954, there 
was a waiting list of 16,179 veterans with psychiatric and neurological disorders, 
including 13,389 psychotie veterans. With few exceptions, these psychotic vet- 
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erans have psychoses not service connected and most of them are currently in 
state or other hospitals. They have applied for a VA bed when one becomes 
available and thus are carried on waiting lists. ‘There is essentially no waiting 
for veterans with service-connected disorders. 

It is conservatively estimated that by 1960 there will be 112,000 psychotic 
yeterans eligible for hospitalization in VA hospitals.’ Most of these will be 
veterans with disorders not service connected. Obviously, the veterans with 
disorders not service Connected cannot all be cared for in VA hospitals. They 
will necessarily fall to the responsibility of the community. 

2. Outpatient activities 

Outpatient psychiatric and neurologic services are provided in mental hygiene 
clinics and examination units. 

(a) Mental hygiene clinics.—Eligible veterans receive outpatient psychiatric 
treatment at 62 VA mental hygiene clinics located in 39 regional offices, 9 sub- 
regional offices, and 14 hospitals. There has been a steady increase in the number 
of veterans being treated in these clinics as more services have been made avyail- 
able and as veterans who need it have made application. The work of VA clinics 
has been supplemented as necessary by private psychiatrists and contract mental 
hygiene clinics. Although two-thirds of all patients were treated in VA mental 
hygiene clinics, during September 1954 some 26,000 outpatients received 56,000 
treatments from other physicians. 

While no staffing standards for mental hygiene clinics have been established 
by the American Psychiatric Association, based on our experience and that of 
many workers in this field, we have estimated our shortages as follows: 


Professional staff and present shortages of 62 mental hygiene clinics 


Ondutyasof| Additional Percent un- 
Nov. 1, 1954 |requirements| derstaffed 


iiatrists - ‘ | 35 
linical psychologists 


| workers 


| Percent 


Total... 


The VA mental hygiene clinic program was instituted in 1945 when it was 
evident that facilities for the outpatient treatment of the psychiatrically ill 
veteran were grossly inadequate. These clinics operate as a treatment unit with 
psychiatric responsibility and utilize clinical psychologists and psychiatric social 
workers along with psychiatrists. After initial evaluations and diagnosis, the 
work of the clinic consists primarily of psychotherapy, both individual and group. 
These clinics also provide an important psychiatric consultation service to other 
utpatient departments. Treatment is provided for veterans with service-con- 
nected neuroses and psychoses. The number of this latter group (psychotics) 
has steadily grown, and, at present, it comprises over 25 percent of the clinic 
patient load. We have increasing clinical evidence that many veterans are kept 
working in the community without requiring hospitalization, primarily because 
of the availability of clinic treatment. A great number of them are engaged 
in useful, productive, and satisfying activities and eventually improve sufficiently 
lo terminate treatment. 

lucreased utilization of consultants in psychiatry and neurology is desirable in 
mental hygiene clinics, both for the treatment of patients and for the in-service 
training program. 

Increasing demands for mental hygiene clinic treatment.—At the present 
time, there are over 450,000 veterans basically eligible for outpatient psychiatric 
treatment by reason of their service connection. About 5 percent of them are 
presently receiving treatment from the VA. These are veterans with a primary 
NP disability rated 10 percent or more. It is conservatively estimated that this 
wumber will increase to about 560,000 by 1960. There are also veterans with 
secondary NP diagnoses and veterans with primary NP diagnoses rated O percent 


_ | Assuming a Military Establishment stabilized at 2,500,000 and termination of wartime 
benefits for those entering service after January 31, 1955. This estimate does not include 
possible benefits which might be given to a greatly expanded Ready Reserve. 
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disabled who are entitled to treatment. These additional categories, by con- 
servative estimate, number 300,000 at present. Humanly, as well as financially, 
recovery is to be preferred to compensation and this emphasizes a need for 
making the necessary treatment facilities available. 

A followup study of veterans who developed psychoneuroses in military service, 
by Dr. Norman Brill and Dr. Gilbert Beebe, disclosed that psychiatrists examin- 
ing these veterans 5 or 6 years lated considered that 17 percent were in great 
need of treatment and that an additional 28 percent would benefit considerably 
by treatment. Of the veterans themselves, 17 percent also considered that they 
had great need of treatment, and an additional 24 percent considered that they 
had some need for treatment. This would indicate that the suggestion to 
expand the mental hygiene clinics to permit doubling the number of veterans 
under treatment would still leave the treatment coverage regrettably smal! as 
compared with the number of veterans who need psychiatric treatment. 

(b) Outpatient examination units—The VA has 72 neuropsychiatric exami- 
nation units, mostly located in regional offices, which provide eligible veterans 
with a variety of diagnostic services. As of November 30, 1954, these units 
were staffed by 87 full-time psychiatrists plus sufficient part-time psychiatrists 
to make the total equivalent to 104 full-time psychiatrists. This represented 
a reduction of 25 percent during the last 3 years. 

Marked increase in requests for NP examinations.—During September 1!4, 
over 10,000 examinations were done by these neuropsychiatric examination units 
for the determination of pensions and compensation, need for hospitalization, 
insurance purposes, competence or incompetence, need for special housing and 
special vehicles and the like. A recent VA directive increases the frequency of 
review for many classes of disabling medical conditions and this, by conservative 
estimate, is expected to double the number of examinations requested from these 
NP examination units. 

Problems and policies relating to research.—Some significant bases have been 
laid for the development of productive research programs in NP hospitals and 
provisions are being made to exploit this field. 

Significant present projects.—Substantial attention has been paid in the VA 
to the development of more adequate and more satisfactory methods for obtain- 
ing estimates of improvement or regression in psychiatric patients, and several] 
important methods have been evolved. Such methods have great value, within 
a large hospital system particularly, in offering a means to evaluate the effec- 
tiveness of various methods of treatment. As a result, important advances in 
knowledge have been made with respect to the effects of prefrontal lobotomy 

The isoniazid treatment of multiple sclerosis developed in the VA is currently 
under critical appraisal in a group of our hospitals. 

Studies in the effectiveness of the new tranquilizing drugs, chlorpromazine 
and reserpine, in the treatment of psychotic patients, are going on in a number 
of our hospitals. Good controls and studies should make it possible to achieve 
reliable evaluations rapidly. 

The outpatient service is engaged in an evaluation of psychotherapy. In this 
type of patient. the evaluation of the results is more complex. Instead of 
measuring the effect of a specified dosage of a known drug, one must evaluate 
the interaction of two personalities. The specially trained observer through 
this medium may improve our psychotherapeutic practice in a large group of 
psychiatric patients. 

Exploration of the recovery and rehabilitation of certain mental patients under 
insulin treatment promises improved results. Relaxation and resocialization 
are being applied to other groups of these patients. 

Broader evaluation studies now possible-—More satisfactory methods of esti- 
mating psychiatric condition and comparing treatment results are now available 
The range of structural plans, staffing plans and treatment programs in VA 
hospitals is considerable and a well-designed study should make it possible to 
determine, with some degree of confidence, which elements contribute to th: 
effectiveness of treatment and which elements make little difference. Such « 
study will require expenditures for additional manpower but these expenditures 
will be small when compared with those involved in the support of present 
hospital programs. 

Education.—Training is now being supported in psychiatry and neurology 
through residency programs; in clinical psychology and psychiatric social work 
through cooperative arrangements with universities: in psychiatric nursing by 
affiliated student nurse programs; by VA hospital training programs for psychi- 
atric aids; and through in-service training of all staff members at hospitals ani 
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cinies. Additional or expanded training activities could be undertaken were 
funds available. 

Residencies in psychiatry and neurology.—Physicians selected by deans com- 
mittees may elect a 3-year residency on the usual training stipend, or a 5-year 
residency on regular salary with 3 years of training and 2 years of obligated 
service. The latter is called the career residency program, which has already 
succeeded in placing seven psychiatrists at hospitals where recruitment is diffi- 
cult. Four-hundred and twenty psychiatric or neurologic residents (8038 regular, 
117 career) are under training at 47 hospitals but almost all of these hospitals 
have vacancies, 

Training in clinical psychology.—Graduate students in psychology are selected 
for training in clinical psychology by 43 universities. Currently, there are 625 
trainees enrolled in a 4-year training program. This program has been un- 
usually successful in securing well trained and prepared psychologists for VA 
hospital and mental hygiene clinic staff. The number of trainees should be 
raised from 625 to 700. 

Training in social work.—There are 149 second-year social workers in training 
on part-time employment. There are also 159 without compensation first- or 
second-year social-work students in field-work placement with the VA. Of the 
149 students with part-time employment, 117 are in psychiatric social work. The 
VA employs about 40 percent of those so trained. A larger social-service train- 
ing program in the VA will help meet the need of increasing demand for this 
class of ancillary personnel. 

Training of nursing personnel.—iInservice education for professional nurses 
and on-the-job training for aids is conducted in all hospitals. The direct treat- 
ment of patients is heavily dependent upon the adequacy of preparation of 
nurses and aids for their jobs. The effectiveness of training, however, is de- 
pendent upon the availability of qualified personnel to teach and having enough 
personnel so that a number may attend such programs of instructions. Inade- 
quate nurse and aid staffing which now exists in our psychiatric hospitals has 
made it difficult to maintain continuing inservice training programs. 

There are, at present, a small number of psychiatric nurses with a high level 
of training in this specialty. They are particularly needed to serve as teachers 
to the nurses and aids in a hospital. Their scarcity has required that the VA 
provide educational leave to selected nurses who are prepared at universities 
or elsewhere for positions as nursing instructors and administrators. This is a 
vital need and has been hampered by the inability to release nurses for such 
training because of nurse shortages at the parent hospitals. 

Student affiliate nurse programs were conducted in 12 VA hospitals with a 
total enrollment of 1,650 students during 1954; 8 universities and colleges sent 
approximately 45 graduate nurse students to our hospitals for field instruction 
programs in administration, teaching, and supervision. 

Inservice training a continuing need.—Inservice training for all groups 
engaged in the care of mental patients can be conducted properly only when they 
are in sufficient numbers to meet the service needs of patient care and still have 
a little time available for training purposes. Such is not the case in many VA 
hospitals and clinics. Professional staff improvement requires consultants and 
lecturers in adequate numbers to meet inservice training needs. 

Concluding comment 

In the last 10 years, VA hospitals and clinics have made important strides. 
In many respects, they are very different institutions than they were before 
World War II. Many buildings remain the same but the personnel have achieved 
new attitudes and new hopes in regard to the treatment of the mentally ill. 
Changes in staff attitudes are dependent on staff education and professional 
leadership. Such professional leaders have been sought from among staff per- 
sonnel and by recruitment. Professional staffs have been guided and encour- 
aged from central and area offices and they have been instrumental in imbuing 
the mental hospitals and clinics with new hope and zeal in accomplishment of 
the treatment mission. Staff education, too, has been stressed, particularly by 
patient-centered inservice training. It has been possible in many hospitals and 
clinies to achieve really integrated teams of psychiatrists, nurses, aids, social 
workers, clinical and vocational psychologists, and activity therapists, working 
together with shared purposes. 

As staff attitudes have changed, they were communicated to the patients, to 
the families of patients and to the community. Thus, we have seen the gradual 
increase of patients assuming new responsibilities as they were moved to open 
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wards, to member-employee programs, or to foster-home care, or to trial visit at 
home. The psychiatry, neurology, and clinical psychology services in the VA 
have substantial accomplishments to their credit since 1946. We are justly 
proud of these achievements. 

Kor the future, our problem is a projection of these attitudes and -accom. 
plishments to achieve the amelioration, or cure, of the service-induced digability 
which is augmented by the aging population of the veteran. 


VETERANS’ APPEALS FOR BENEFITS 


Senator Porrer. I wonder if we could have additional copies of that 
report? I would like to have one for my office. 

Mr. Hreiry. Certainly. Senator, that concludes the points at issue, 

Senator Macnuson. Another thing I think that many Senators are 
interested in is this: We, of course, have become the vehicle of most 
veterans’ appeals for compenstion and all those other matters. | 
know how difficult it is for the Veterans’ Administration itself on 
those matters. 

Do you have enough money to process those appeals so there will 
not be these undue delays? 

Mr. Hictey. Mr. Stone, the Deputy Rae ator for Veterans’ 
Benefits, or the Assistant Administrator, can speak to that. 

Senator Magnuson. Are you catching - with your backlog? 

Mr. Hictry. Will either one of you centlemen answer that? 

Mr. Stone. You mean appeals ? 

Senator Macnuson. I mean if the fellow is not satisfied he will 
write his Congressman or Senator, sometimes on appeal or sometimes 
on the initial application. 

Mr. Stone. You mean compensation or loan guaranties, and all of 
them ¢ 

Senator Magnuson. Yes, for all types of benefits. 

Mr. Srone. At the present time we are way overextended on the 
loan oeenly program. We are spending for that program at thie 
rate of $314 million to $4 million more money than the original 
budget provided. The load is continually going up. Our estimate 
is that it will still go on up. And I would say that for 1956 the 
amount that has been allowed in the “Loan guaranty” appropriation 
will not be enough to enable us to function properly and get the back- 
log down. That is one reason we want that restriction “removed. 

Senator Magnuson. I understand the loan guaranty program. 
am talking about compensation. 

Mr. Stone. Compensation? Mr. Howard is here. 

Senator MaGnuson. Are you catching up with your backlog? 

Mr. Howarp. I am Willis Howard, Assistant Deputy Adminis- 
trator for Compensation. 

Yes, sir; Mr. Chairman, I believe if we can retain the number of 
people and the money we ask for in this budget that we will not have 
any serious backlog and service to the veteran will continue as high 
as we can make it. We have been reduced in the past years, but now 
the load is kind of leveling off and I believe we will have enough 
people for 1956. 

Senator Magnuson. Thank you. 

Mr. Stone. Mr. Chairman, one other item on compensation. A lot 
of complaints which you get are the trouble cases. 

Senator Magnuson. Yes. 
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Mr. Stone. In some cases the records are lost in the Army or the 
Navy or the Air Force, and it takes a long time sometimes to get them. 
Again there is a lack of evidence on the | part of the fellow th: at files, 
and that has to be supplied. That is what delays it. 


BACKLOG OF APPEAL CASES 


Senator Magnuson. Of course, we get in trouble in some cases on 
the question of service connection. 

Mr. Stone. That is correct. We do have a serious backlog in ap- 
peals cases. 

Mr. Ketsrey. Mr. Chairman, in connection with appeals which you 
might say are in the final stage, appeals to the Board of Veterans’ Ap- 
peals, there have been backlogs there, and they still have backlogs. 
They have accomplished a lot within the last month or so by over- 
time and by some special activities. 

We have had difficulty in that particular oflice in getting qualified 
people for that particular kind of work, particularly doctors who will 
take that kind of administrative work. 

We have an absolute minimum number in our budget. It is either 
286 or 287. We do have a backlog, and it is one of the spots that would 
illustrate how much we would be hurt if we had to take further 
reductions in our administrative appropriations which would have to 
be applied equitably to the various programs and would increase our 
difficulties in activities where we are already in arrears. 

Mr. Hictry. I would like to add one thing. I know the spot where 
you sit, Senator Magnuson and Senator Potter, because I am next in 
line. 

It should be remembered that when a case comes down to the Board 
of Veterans’ Appeals it has had every possible consideration by the 
local board with everything available in the way of witnesses, with 
representatives from veterans’ organizations or ‘others, or attorneys 
or whatever they want. And it has been given very thorough con- 
sideration. 

Now they send it down here because they don’t like that decision. 

If those people on the local level have done their work well and 
used good judgment our answer could only be a concurrence with that 
decision. 

I think some people seem to think that when they send it down 
here to Washington that in some way it is going to change its faee and 
it suddenly becomes something that should be given an O. K. rather 
than a turndown. 

Senator Magnuson. Of course, they think it gets some special at- 
tention because they send it through their Senator or their Congress- 
man. 

Mr. Hietry. It does; to be perfectly frank. 

Senator Macnuson. And what I always say, and I am sure Senator 
Potter does, we do not want to delve too much into the merits of the 
case unless we find an injustice. But mainly it is to expedite these 
matters and get a decision. ‘That is what our trouble is. 

Mr. Hicrey. We give them very careful consideration here, and if 
somebody along the line has slipped up we will try to catch it here 
and see that the veteran gets what is coming to him. 
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Senator Maenuson. Thank you, gentlemen. 

We will leave the item of “Hospital and domiciliary facilities,” in 
which the House gave you $16,185,000 over the estimate, until later, 
and you just need to have available those who are directly connected 
with the hospital program. 

Mr. Hietey. Thank you, Senator, very much. 

Senator Magnuson. Thank you very much, gentlemen, for coming 
down. 

(Whereupon, at 11:45 a. m., a recess was taken until 2 p. m. the 
same day.) 





AFTER RECESS 
NATIONAL SECURITY TRAINING COMMISSION 


STATEMENTS OF WARREN H. ATHERTON, COMMISSIONER ; THOMAS 
C. KINKAID, ADMIRAL, USN (RETIRED), COMMISSIONER; AND 
EDGAR G. SHELTON, JR., DIRECTOR 


REQUEST FOR RESTORATION 


Senator Magnuson. We will come to order. 

We will begin with the National Security Training Commission 
this afternoon. I understand Mr. Atherton is here. We will be glad 
to hear from you, Mr. Atherton. 

Mr. Atherton, your appropriation for 1955 was $55,000; your budget 
estimate for 1956 was $55,000; the House allowed you nothing; and 
your 1956 appropriation is minus $55,000. Your 1956 estimates are 
minus $55,000. You are asking for the restoration of that amount, is 
that correct? 

Mr. Arnerton. That is correct, Senator. 


JUSTIFICATION 


Senator Magnuson. We will place in the record your letter of jus- 
tification in answer to our request on this matter, and also the justi- 
fication material. 

(The information referred to follows :) 


NATIONAL SECURITY TRAINING COMMISSION, 
Washington, D. C., April 6, 1955. 
Hon. WARREN F.. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1956, 
Senate Committee on Appropriations, Washington, D. C. 

DEAR SENATOR MAGNUSON: Reference is made to your letter of March 29, 1955, 
addressed to Edgar G. Shelton, Jr., with regard to the changes desired by this 
agency in the independent offices appropriation bill for 1956 as reported to the 
House. 

The National Security Training Commission wishes to take this opportunity 
to appeal for restoration of funds requested by this Commission for salaries and 
expenses for fiscal year 1956. In this connection, we should like the entire appro- 
priation language reinstated at the proper place in the bill, following the appro- 
priation language for the National Science Foundation on page 25 and preceding 
that of the Renegotiation Board on page 26. This language is as follows: 


NATIONAL SECURITY TRAINING COMMISSION, SALARIES AND EXPENSES 


“For necessary expenses of the National Security Training Commission, in- 
cluding services as authorized by section 15 of the act of August 2, 1946 (5 U.S.C. 
5a), at rates for individuals not in excess of $50 per diem and contracts with 
temporary or part-time employees may be renewed annually; and expenses of 
attendance at meetings concerned with the purposes of this appropriation; 
$55,000.” 
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The House report stated in substance that funds were denied for this Com 
mission in view of the fact that no legislation on universal military training had 
been acted upon in this session. While this is technically true, it is likewise true 
that at the present time there is a bill before the Armed Services Committe; 
(HI. R. 5297), known also as the President’s National Reserve Plan, which wi}! 
be reported out sometime in the third week of April, which bill includes the 
following language: 

“The National Security Training Commission shall act in an advisory capacity 
to the Secretary of Defense and the President, as Commander in Chief, with 
respect to the welfare of persons while serving on active duty for training for 
6 months under this subsection. The National Security Training Commission 
shall report with respect to the welfare of such persons annually to the Con- 
gress. The advice and reports rendered by the National Security Training 
Commission pursuant to this section shall be with reference to the welfare of 
the persons involved and not with respect to the military training required.” 

I should like also to call to your attention the fact that similar language con 
cerning the Commission was included in the administration’s Reserve bill (H.R 
2967) and in the President’s special message to Congress on reserve matters on 
January 13. 

In the event that H. R. 5297 becomes law, the language contained therein 
would enable this Commission to fulfill the intent of Public Law 51. which 
created the Commission. We should therefore like to request a hearing before 
your committee on the 1956 budget estimates as submitted. 

Sincerely, 
JuLttius Ocus ApLER, Chairma) 


SALARIES AND EXPENSES, NATIONAL SECURITY TRAINING COMMISSION 
CONGRESSIONAL JUSTIFICATION—RUDGET ESTIMATES, FISCAL YEAR 1956 


The President’s budget for fiscal year 1956 includes $55,000 for the National 
Security Training Commission. 


STATUTORY BACKGROUND 


The National Security Training Commission was established by the Universal 
Military Training and Service Act, as amended, June 19, 1951 (Public Law 
51, 82d Cong.). The original five Commissioners were confirmed by the Senate 
on June 29, 1951. Several vacancies on the Commission have occurred since that 
time: Maj. Gen. Julius Ochs Adler was appointed Chairman of the Commission 
by the President in July of 1953. At that time Warren Atherton was also ap- 
pointed a Commissioner together with the reappointment of Dr. Karl T. Compton. 
The President has recently appointed Mr. A. J. Hayes to fill the vacancy created 
by Dr. Compton’s death and Gen. Walter Bedell Smith to fill that caused by the 
death of Lt. Gen. Raymond S. McLain. Adm. Thomas C,. Kinkaid has served as a 
Commissioner since 1951. 


PROGRAM 


As provided in the Universal Military Training and Service Act (Public 
Law 51, 82d Cong.), approved June 19, 1951, the National Security Training 
Commission was required to submit legislative recommendations to the Con- 
gress relating to a military training program and subsequently to exercise general 
supervision over the training of the National Security Training Corps. Subject 
to the direction of the President, the Commission is responsible for establish- 
ing such policies and standards with respect to the conduct of the training of 
the members of the National Security Training Corps as are necessary to carry 
out the purposes of the act. The Commission is further responsible for making 
adequate provisions for the moral and spiritual welfare of the members of the 
National Security Training Corps. 

On October 29, 1951, the Commission submitted comprehensive legislative 
recommendations to the Congress as required by Public Law 51. These recom- 
mendations were in the form of a draft bill (proposed National Security Train- 
ing Corps Act) which was approved by the Secretary of Defense and determined 
by the Bureau of the Budget to be in accord with the program of the President. 
This draft bill is appendix 1 to the Commission’s first report to the Congress: 
Universal Military Training: Foundation of Enduring National Strength. 
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This proposed legislation was subsequently recommitted by the House of 
tepresentatives for further study. 

At the direction of the President, in a letter dated August 1, 1953, the Com- 
mission restudied the program and prepared a second report submitting it to 
the President on December 1, 1953. Subsequently the Commission used this re- 
port as a basis for further pz irtic ipating with the Office of Defense Mobilization, 
the Department of Defense, and the President in developing the new national 
reserve program. It is anticipated that congressional hearings upon this pro- 
posed legislation will be held in fiscal year 1955. In the event the national 
reserve program becomes law, the Commission will be required to act as an 
advisory group to the President and the Secretary of Defense. 

The Commission and its staff will be required to provide explanation and justi- 
fication of the President’s legislative recommendations during hearings before the 

\rmed Services Committees of the Senate and the House of Representatives 
bes ginning in fiscal year 1955. Exhaustive study, examination, evaluation, and 
writing will be required by the Commission in order to present satisfactorily this 
proposed legislation to the Congress. 


JUSTIFICATION OF ESTIMATE 
{mount of request 
For fiscal year 1956, the National Security Training Commission will require 
an appropriation of $55,000 for general administrative expenses, including sala- 
ries and other expenses in the District of Columbia and elsewhere. Appropria- 
tions for the Commission and requests therefor are as follows: 


Fiscal year 1954 ‘ _ $55, 000 
Fiscal year 1955_ ; 55, 000 
Fiscal year 1956 (requested ) 


The Commission contemplates maintaining a permanent staff of six people 
for administrative purposes. This number does not include such experts and 
consultants as may be needed from time to time. 

During the fiscal year 1954, the Commission received $24,000 from the Presi- 
dent’s Emergency Fund, in order to defray the cost of its report to the President 
and the additional personnel necessary incident to that report. Therefore, the 
amount requested for fiscal year 1956 is the same as that granted for the 2 
previous fiscal years. Experience has proved this amount necessary to main- 
tain the small administrative and professional staff needed to carry on the 
studies of the Commission and to perform the various tasks assigned to it from 
time to time by the President and the Congress. Should legislation be enacted 
during fiscal year 1955 implementing a National Security Training Corps, the 
Commission would be compelled to ask for a supplemental appropriation for 
fiscal years 1955 and 1956 in order to carry out the additional functions pre- 
scribed for it by the Congress. 


Total obligations for fiscal year 1954, as compared with estimated obligations for 
fiscal years 1955 and 1956 


Actual obligations, 


| fiscal year 1954 | Potal obli- Estimated, | Estimated, 
mates: gations, . 

— a fiscal year | fiscal year 

| 


Symbol 
71-1140036 ! 


Symbol | 1954 | 1955 a 


| fiscal year 
7140100 2 





| 
Personal services - - - — ; $7, 697 | $37, 672 $45, 369 $42, 650 $42, 650 
Travel j 4, 065 | 1, 465 | 5, & 7, 000 7,000 
Transportation of things__--- se vel 31 | 31 | 50 | 50 
Communication service : 1, 482 , 482 | 2,000 | 2, 000 
Printing and reproduction 5, 287 | 124 5, 2, 000 2, 000 
Other contractual services 54 200 200) 
Supplies and materials 7 522 522 500 500 
Equipment 533 53e 500 500 
Taxes and assessme nts__..- 42 27 100 100 


Eh dence diene - 17, 091 | 41, 910 59, 001 55,000. 55, 000 


Emergency fund for the President, National Defense (transfers to National Security Training Com- 
ssion), 1954. 
? Salaries and expenses, National Security Training Commission, 
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Detail of requirements 


(a) Personal services, $42,650.—This estimate provides for continuation of a 
small staff through the period of research, evaluation, consultation, and hearings 
on the review of Armed Forces Reserve problems ordered by the President. (er 
tain routine housekeeping services (accounting, payroll, procurement, security 
clearances, personnel actions paperwork, and the like) will continue to be fur. 
nished to the C mmission by the Selective Service System. 

(b) Miscellaneous other objects, $12,350.—These expenses for the Commission 
are related to the total personnel strength required during the period covered 
by this estimate. Except for travel of the Commissioners to attend Commission 
meetings, it will be observed that other objects have been curtailed or kept 
in line with contemplated expenditures for fiscal 1955. With the most rigorous 
economy measures, the Commission believes it will be possible to live within the 
estimates for these other objects. The Commission intends to continue to exer; 
every possible effort to conduct its official business at the lowest possible cost 
to the taxpayer. 

Amounts available for obligations 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
; silat 
Actual, Estimate, 
1954 1955 


Appropriation or estimate a“ : $55, 000 $55, 000 
Unobligated balance, estimated savings. _--- 13, 090 | ss 


Obligations incurred___- dy 41,910 | 55, 000 | 





Obligations by activities 


Actual, | Estimate, Estimat 
1954 1955 1956 


Development of policies and standards governing the 


National Security Training Corps--- $41, 910 $55, 000 | 


Obligations by objects 





Estimate, Estimate, 


Object classification Actual, 1954 1955 1956 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Number of employees at end of year- 
Average salaries and grades: 
General schedule grades: 
Average salary-----.--- : $5, 308 $6, 003 
Average grade. .......--- , GS-8 Gs-9 


Personal services: 
Permanent positions_- AAS eee $21, 710 $24, 530 
Positions other than permanent | 15, 800 18, 000 
Regular pay in excess of 52-week base 162 | 120 


Total personal services__--- = ‘ ‘ 37, 672 | 42, 650 
Direct Obligations 


Personal services 
Travel 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services 
Supplies and materials 

09 Equipment 

15 Taxes and assessments 


Obligations incurred 





Pred 
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DETAIL OF PERSONAL SERVICES 


Actual, 1954 Estimate, 1955 | Estimate, 1956 


Num-| Total |Num-| Total |Num-! Total 
ber salary ber salary ber salary 


Departmental: 
General schedule grades: 
GS-15. Range $10,800 to $11,800: Executive 
Director - ere $10, 800 $10, 000 
GS-14. Range $9,600 to $10,000: | 
Assistant Executive Director (Research) -. | | $9, 600 ; erate 
Executive officer = Aaee ern 9, 600 9, 600 
GS-13. Range $8,360 to $9,360: Assistant 
Executive Director (Liaison and Adminis- | 
tration) __- P 8, 360 
GS-9. Range $5,060 to $5,810: 
Research assist: ant (legal) - 5, 060 
Administrative assistant to the Commis- 
sion Ee. aa seid at 5, 060 | | 5, 060 
GS-7. Range $4,205 to $4,955 ee ne 3 | 12, 615 205 | 4, 205 
GS-5. Range $3,410 to $4,160.____- Sh Sceeced esti ‘ ¢ | 3, 410 
GS-4. Range $3,175 to $3,655_____- ; ‘ 6, 830 3, 655 3, 655 





Total permanent, departmental_.__.----- - 8| 42,465 j 36, 730 | 5 | 35, 930 
Deduct lapses 20, 755 2, 3 5, 900 





Net permanent, departmental (average | 
number, net salary) ..---- | : 30, 030 
Positions other than ‘Permanent: Temporary | 
employ ment =e ae : | 5,8 us ae 





All personal services, departmental. -_... --s2--| 37, 672 sia j 42, 650: 


STATEMENT OF THE NATIONAL SECURITY TRAINING COMMISSION 


Mr. Chairman and members of the committee, I am happy to have the oppor- 
tunity to appear before this distinguished committee in order to present the views 
of the National Security Training Commission regarding the appropriation re- 
quest for fiscal year 1956. I am sorry that our chairman, Julius Ochs Adler, is 
unable to be here today. He extends his regrets to you. 

As provided in Public Law 51, 82d Congress, the National Security Training 
Commission was required to submit legislative recommendations to the Congress 
relating to a military training program and to exercise general civilian super- 
vision over the program once it was initiated. Still further, at the direction of 
the President in a letter dated August 1, 1953, the Commission launched a study 
of the entire reserve program and its relationship to a military training program, 
preparing a second report which was submitted to the President on December 1, 
1953. The title of this report was “20th Century Minutemen—-A Report to the 
President on a Reserve Forces Training Program.’ This report was used as one 
of the basic documents by the Department of Defense and the Office of Defense 
Mobilization in developing the national reserve plan over the last 18 months. 
During this period the Commission actively ae with the Office of De- 
fense Mobilization, the Department of Defense, the National Security Council, 
and the President in working out the details of the new national reserve plan. 

The national reserve plan was introduced in the House in January. Extremely 
long and extensive hearings were then held upon the bill. The committee was 
unable to conclude hearings or report a bill prior to the action of the House 
Appropriation Committee upon our budget request. Consequently, the Appropria- 
tion Committee denied funds to the Commission pending action by the Armed 
Services Committee. Their statement in this regard was as follows 

“Until the legislative committee acts on the subject matter of UMT the com- 
mittee has denied funds for this Commission. The Congress has rejected pro- 
posals for universal military training on a number of occasions and in view of 
that fact the committee can see no further need for this Commission, which is 
concerned primarily with activities relating exclusively to the universal military 
training program. * * *” 

While the Commission originally, under Public Law 51, 82d Congress, was to 
supervise a program of national security training (or UMT, under the name 
given it by the House Committee), the terminology involved has been changed 
in the national reserve plan, and under the proposed act we now are concerned 
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With the welfare of persons serving on active duty for training for 6 mouths, 
Under the terms of the proposed act there will be up to 250,000 such persony 
each year. 

The President’s budget for fiscal year 1956 includes $55,000 for the National 
Security Training Commission. 

We, therefore, wish to take this opportunity to appeal for restoration of funds 
requested by this Commission for salaries and expenses for fiscal year 1955. [y 
this connection, we should like the entire appropriation language reinstated at 
the proper place in the bill, following the appropriation language for the Nationa] 
Science Foundation on page 25, and preceding that of the Renegotiation Board 
on page 26. This language is as follows: 


“NATIONAL SECURITY TRAINING COMMISSION SALARIES AND EXPENSES 


“For necessary expenses of the National Security Training Commission. inelud- 
ing services as authorized by section 15 of the act of August 2, 1946 (5 U. S. ¢ 
Hoa), at rates for individuals not in excess of $50 per diem and contracts with 
temporary or part-time employees may be renewed annually; and expenses of 
attendance at meetings concerned with the purposes of this appropriation; 
$55,000.” 

The language of H. R. 5297 provided : 

“The National Security Training Commission shall act in an advisory capacity 
to the Secretary of Defense and the President, as Commander in Chief, with 
respect to the welfare of persons while serving on active duty for training for 
six months under this subsection. The National Security Training Commission 
shall report with respect to the welfare of such persons annually to the Cong1 
The advice and reports rendered by the National Security Training Commission 
pursuant to this section shall be with reference to the welfare of the persons 
involved and not with respect to the military training required.” 

In the event that H. R. 5297 becomes law, the foregoing language would enable 
this Commission to fulfill the intent of Public Law 51, 82d Congress, which 
created the Commission. 

Our past experience which had to do only with maintaining a Washington 
office carrying forward only research, analysis, and reporting, indicates that 
the Commission will require an appropriation of $55,000 for fiscal year 1956 for 
general administrative expenses including salaries. This will enable the Com- 
mission to maintain a permanent staff of six people for administrative purposes, 

With only our past experience to guide us, we feel that the amount of $55,000 
requested for our 1956 budget will enable us to maintain the Commission’s staff 
at its present level. However, the national reserve plan, as approved by the 
House Committee on Armed Services on April 27 by a vote of 31 to 5, requires 
us to advise the Secretary of Defense, the President and the Congress regarding 
the 6 months’ training program. This bill is now pending in the House. When 
the program is initiated the Commission will need funds in excess of the $55,000 
approved for fiscal year 1956 due to increased staffing requirements and travel 
to various military installations. No accurate estimate of the increased amount 
can be made until a bill is finally approved by both Houses and the Armed Forces 
announced their detailed training plans and the timing of those plans. However, 
we feel sure that the $55,000 requested will suffice until we have the data upon 
which to base a request for supplemental funds. 

The Commission is grateful to have had this opportunity to appear before you. 
Thank you for your attention. 


GENERAL STATEMENT 


Mr. Arnerron. I appreciate the opportunity to appear before this 
committee. Iam sorry that our chairman, Julius Ochs Adler, is un- 
able to be here today. He extends his regrets. 

The National Security Training Commission was established 
1951, at which time military training was established as the basic 
policy of the United States. The P resident appointed Senator James 
W. Wadsworth, chairman; William lL. Clayton as a member; the late 
Dr. Karl T. Compton as a member; the late Lt. Gen. Raymond S. Me- 
Lain as a member; and Adm. Thomas C. Kinkaid as a member. Ad- 
miral Kinkaid is with us today. 
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Julius Ochs Adler has now been appointed Chairman to replace 
Mr. Wadsworth, deceased. I was appointed to the vacancy created 
by the resignation of Mr. Clayton. 

‘Mr. A. J. Hayes was appointed to fill the vacancy created by the 
death of Dr. Compton, and Gen. Walter Bedell Smith was appointed 
to fill the vacaney caused by the death of General McLain. 

[f you will except the witness, Senator, I think those names are in- 
dicative of the great import: ance the at two Presidents have attached to 
the work of this Commission. 

Senator Macnuson. The Senator from Massachusetts and IT know 
most of them well and favorably. 

Senator Satronsranty. All of them, I might add. 

Mr. Arnerron. I think the country at large knows most of those 
men well and favorably. 

As provided in Public Law 51, 82d Congress, the National Security 
Training Commission was aed to submit legislative recommenda- 
tions to ‘the C ongress relating to a military training program and to 
exercise general civilian supervision over the program once it was 
initiated. Still further, at the direction of the President in a letter 
dated August 1, 1953, the Commission launched a study of the entire 
Reserve program and its relationship to a military-training program, 
preparing : second report which was submitted to the President on 
December 1, 1953. The title of this report was “20th Century Min- 
utemen- . "Report to the President on a Reserve Forces Training 
Program.” 

In that connection our staff has been constantly in conference with 
the Department of Defense, with the Office of Defense Mobilization. 


COMMISSIONERS SERVE WITHOUT PAY 


Senator Magnuson. When you speak of your staff, these people will 
serve without pay; is that correct ? 

Mr. Arnerron. The Commissioners serve without pay, except their 
per diem. 


TOTAL STAFF 


Senator Magnuson. And your staff consists of a director and 
executive officer. How many other people do you have on your staff ? 

Mr. ArHerton, A maximum of six. 

Senator Magnuson. Edgar Shelton is the Director, and then you 
have an executive officer, Margaret Bushholtz ? 

Mr. Aruerton. T hat is true, Senator. 

Senator Macnuson. And there are four others doing administra- 
tive work? 

Mr. Aruertron. Doing administrative work, such as research. 

The Commission during that period of time has frequently been in 
conference with representatives of the Dep: utment of Defense and all 
allied departments requested by the President to make a study of this 
subject. 

The National Reserve plan was introduced in the House in Janu- 
ary. Extremely long and extensive hearings were then held upon the 
bill. The committee was unable to conclude heari ings or report a bill 
prior to the action of the House Appropriations Committee upon our 
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budget request. Consequently, the Appropriations Committee denied 
funds to the Commission pending action by the Armed Services 
Committee. 
Senator SaLtonsTaLL. Mr. Chairman, may I ask a question ? 
Senator Magnuson. Yes, go right ahead. 


FUNCTIONS UNDER RESERVE TRAINING PLAN 


Senator Sarronstari., Assuming the Reserve training plan bill as 
reported out by the House and ¢s now on the House floor is passed 
and becomes law in substantially that form, what services will your 
Commission be required to do? 

Mr. Atnerton. By the language of the bill, which is quoted here, 
Senator, on page 3: 

The National Security Training Commission shall act in an advisory capacity 
to the Secretary of Defense and the President, as Commander in Chief, witn 
respect to the welfare of persons while serving on active duty for training for 
six months under this subsection. The National Security Training Commission 
shall report with respect to the welfare of such persons annually to the Congress, 
The advice and reports rendered by the National Security Training Commission 
pursuant to this section shall be with reference to the welfare of the persons 
involved and not with respect to the military training required. 

Senator SALronsTau.. If that bill becomes law, even on a voluntary 
basis, as opposed to a draft basis, your Commission will have these 
functions to perform ? 

Mr. ATHERTON. To report to the President and to Congress and to 
the Department of Defense. 

Senator Sattonstatu. As to the general welfare ? 

Mr. AtHerTON. Yes. 

Senator SartronsTaLt. Since the Appropriations Committee acted 
on this, this bill has been reported, is now before the House; if the 
Senate passes that bill, you will have a specific function to perform ? 

Mr. Arnerton. That is true. 

The comment of the Appropriations Committee of the House dis- 
closed that they only denied the budget on the basis that the Military 
Affairs Committee had not yet acted. Since that time they have acted, 
the bill is out; and if it is passed in that form we will have duties to 
perform—duties that may require services beyond this budget. 

Senator Macnuson. That is just the House. It has not come over 
here yet. 

Mr. Atuerton. I stand corrected, Senator. 


MEMBERSHIP OF COMMISSION 


Senator Porrer. How many members comprise this Commission? 

Mr. Arnertron. There are five men on the Commission. 

Senator Porrer. Who are they ? 

Mr. Aruerton. Julius Ochs Adler, manager of the New York 
Times: Arthur Hayes, president of the International Association of 
Machinists; myself; and the two military members are Gen. Walter 
Bedell Smith and Admiral Kinkaid. 

Senator Porrer. And this Commission has been in existence since 
1951? 

Mr. Aruerton. It has. 

Senator Porrer. And with the specific purpose of doing what, work- 
ing on the UMT program ? 
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Mr. Aruerron. On the UMT program, on Reserve, on military 
training as a basis for supplying a ready, callable Reserve, and prefer- 
ably a nonveteran reserve. 

Senator Porrer. And you make your reports to the President, or 
Congress, or to both ? 

Mr. Arnerron. To both. We were asked by the President a year 
and a half ago to prepare a report and recommendations. We did so 
as of December 1953. From December 1953 until now we have been 
very frequently in conference with the President himself, with repre- 
sentatives of the Department of Defense, Office of Defense Mobiliza- 
tion, the Reserve group of the Department of Defense, and all other 
agencies that the President has asked to make special reports con- 
cerning this matter. 

We really have been very thoroughly occupied. 

Senator ‘Porrrr. And did the President ask you to make a study 
of a certain problem; is that it? 

Mr. Arnerton. Yes. By letter in July 1953 he asked us to study 
the necessity for training of young men as a source of manpower for 
acallable Reserve, prefer rably nonveteran. 

He pointed out the fact that nearly a million veterans of World 
War IT had been called back for service in Korea, while two and a half 
million men who became of age in the interim, 1946-51, were not 
called at all and owed no Reserve obligation. 


STUDY PROCEDURE 


Senator Porrrr. How was that study conducted? Is it farmed out 


to research organizations or—— 

Mr. Arnertron. Our own research, we have a director and five as- 
sistants whose services are covered by this budget. Based upon their 
work, our Commission met with representatives of these other depart- 
ments frequently and have made our reports to the President and to 
the Department of Defense, which finally resulted in the reeommenda- 
tions to the House Military Affairs Committee. 

Senator Magnuson. This is the Reserve program you participated 
In! 

Mr. Aruerton. Yes, it is. 

Senator Macnuson. The one that was sent up to Congress here? 

Mr. Arnerton. Both training and Reserves, Senator. 

Senator Magnuson. In other words, what you are trying to say is 
that despite the fact that universal military training does not exist, 

still have been doing some work on the question of Reserves and 
Sides te 

Mr. Arnerron. Yes. 

Senator Magnuson. In other words, you technically are supposed 
toadvise on universal military training, whatever form it may take? 

Mr. Arnerron. Yes. 

Senator Magnuson. But that does not exist. So in the meantime 
you have been advising the President on manpower and Reserve prob- 
lems; is that correct ? 

Mr. Arnertron. At his written request in 1953. 

Senator Potrer. Did you aid in the preparation of the new and 
the proposed Reserve program that is now before the House? 
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Mr. Aruerron. Yes. Our recommendations were submitted to the 
House, and we appeared and testified at some substantial length before 
that committee. I would say that our work is reflected in the bill now 
before the House. 

Senator Porrer. And if this Reserve program should go into effet 
by the action of the Congress, then it is your feeling that the Com. 
mission would still have a vital part to play? 

Mr. Armprron. We are mandated by the language of the present 
act. 

Senator Magnuson. What if it does not pass; then what are you 
going to do with the $55,000 ? 

Mr. Arirerron. We will do whatever we may be directed to do by 
the President or by the Congress. 

Senator Magnuson. It may be possible that they will give yo 
some other task to perform / 

Mr. Aruerton. They might. And when the matter reaches your 
committee in the Senate, you may give us lesser or more work to do. 

Senator Magnuson. We have enough trouble here finding mone y for 
the departments that are in existence without appropriating for 
those that are not there. 

Mr. Arierron. Our work is pretty closely keyed to the duties of 
the President and the Department of Defense, which are existent, 
Senator. 

We are also directed to advise the Senate and the House, whic! 
we sincerely hope will continue to be existent. 

Senator Sarronstat.. With the quality of that personnel on the 
Commission, they should be trusted to do a fine job without asking 
for more money, if they could. At least I am looking at two that are 
responsible people. 

Mr. ArHerron. I think your suspicions are well founded. I think 
we would recommend turning the money back to the Treasury if we 
did not have the work to do. 

Senator Macnuson. What are you doing now, for instance? T mean 
the six people. 

Mr. Aruertron, T am doing my best to answer your questions. 

Senator Magnuson. What projects are the six people on now! | 
did not mean you personally; I mean what are the six people doing 
now ¢ 

Mr. Arnerron. Two of them are here who are prepared to answer 
your questions. Director Shelton, would you answer that question. 
please ? 

Mr. Suevton. The main item we are doing now is waiting and 
watching the House of Representatives, but also supplying the com: 
mittee over there and Members of Congress with information. 

Senator Magnuson. You want $55,000 to wait and watch ? 

Mr. Suerron. We are supplying day-to-day information, researe 
for members of the House Armed Services Committee, and _ othe 
Members of the House who desire information on the bills befor 
them. When that is over we will come over and do it on the Senate 
side until some final action on the bill is taken. 

Senator MAGNuson, In other words, you are available for duty 
when they call upon you? 

Mr. Suerton. And we get called upon pretty regularly. 

Senator Macnuson. Do you have anything further, Mr. Atherton 
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Mr. A\rHerron, I have nothing to add. 

Senator Magnuson. Admiral, do you have anything to add to this? 

Admiral Kinkarp. I have nothing special. 1 could answer a little 
bit to your question about how we came into existence, and so forth. 

With just a few words on that subject, we came into existence for 
two purposes. ‘The first was to write proposed legislation to imple- 
ment the UMT Act. 

Senator Porrer. That is what I was referring to. 

Admiral Kinkatp. If that legislation was passed, then we would 
be organized into an inspection group and inspect all training phases, 
keep all details. And our report went to Congress and to the Presi- 
dent, too, of course. 

Senator Porrer. Mr. Chairman, if I may ask questions at this 
point 

Senator Magnuson. Yes, go ahead. 


EXPERIMENTAL UMT PROGRAM 


Senator Porrer. The experimental UMT program, was it at Fort 
Knox ¢ 

Admiral Kinkai. That was before this Commission came into 
existence, 

Senator Porrer. You were not in position to observe that program ? 

Admiral Kixnkar. No. But it was very useful, according to the 
studies we made, though; a very effective one. 

Senator Porrrer. I have no further questions. 

Senator Magnuson. Any further questions, Senator Saltonstall ? 

Senator SALTonsTaLu. No further questions. 


Senator MaGnuson. I have no further questions. 
Thank you very much for coming before us, gentlemen. 
Mr. Atuerton. Thank you for this opportunity to appear. 


FEDERAL COMMUNICATIONS COMMISSION 


STATEMENTS OF GEORGE C. McCONNAUGHEY, CHAIRMAN; ROSEL 
H. HYDE, COMMISSIONER; EDWARD M. WEBSTER, COMMIS- 
SIONER; JOHN C. DOERFER, COMMISSIONER; ROBERT E. LEE, 
COMMISSIONER; AND ROBERT W. COX, EXECUTIVE OFFICER; 
ACCOMPANIED BY ROBERT T. BARTLEY, COMMISSIONER; AND 
FRIEDA B. HENNOCK, COMMISSIONER 


GENERAL STATEMENT 


Senator Magnuson. The Federal Communications Commission is 
next. 

We will be glad to hear from you, Mr. McConnaughey. 

Mr. McConnavenry. Mr. Chairman and members of the committee, 
[am very pleased to have the opportunity to appear before you today 
to discuss with you the budget of the Federal Communications Com- 
mission for the coming fiscal year. I recognize that time is limited 
and that there are probably some matters on which you would like 
more information than is contained in the budget document which 
you have before you, so I will keep my remarks very brief and 
general, 
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BUDGET ESTIMATE 


Senator Macnuson. I might interpose right there. Your appro. 
priation for 1955 was $6,629,400. Your budget estimate for 1956 
was $6,700,000. The House allowed you $6,870, ).000, which is $240,600 
over your 1955 ) appropriation and $170,000 over your 1955 estimates, 

Mr. McConnavcuey. Our 1956 budget estimate to the Budget 
Bureau was $7,240,830. 

Senator Macnuson. Our figure here is $6,700,000. 

Senator Porrer. That is to the Bureau of the Budget. 

Mr. McConnavucuey. The Bureau of the Budget allowed us $6. 
700,000. We asked for $7,240,830. 

Senator Porrer. What was the additional amount that you asked 
from the Bureau of the Budget that the Budget Bureau did not grant? 
What was that for? 

Mr. McConnavcney. Various items. As you know, Senator Pot- 
ter, I was not here when it was presented to the Bureau of the Budget, 
buit it was basically to try to work off a backlog. 

Senator Maanuson. Proceed. 

Mr. McConnavucury. Now we have $6,700,000 and the House added 
$170,000 to that. 

As you probably know, I am a comparative newcomer to the Fed- 
eral Communications Commission, having been appointed just 7 
months ago, after having served as a member of the Renegotiation 
Board. 


SCOPE AND COMPLEXITY OF PROGRAMS 


One of the first things that impressed me when I reported for duty 
at the Commission was the tremendous scope and complexity of the 
programs which the law requires the Commission to administer. 
Many think of the Commission merely as the organization that li- 
censes radio and television stations. But our responsibilities are far 
greater than that. Our great American economic system, institu- 
tions, and tradition depend upon the healthy development and growth 
of all means of communications, and it is the Commission’s responsi- 
bility to see to it that this development is nurtured along the lines 
laid down in laws enacted by the Congress of the United States. 

In recent years we have witnessed tremendous scientific progress in 
the field of communications, and as might be expected, the number, 
magnitude, and complexity of the Commission’s problems have been 
increasing rapidly. However, the anomalous fact is that while 
these problems and workloads have been increasing, the staff of the 
Commission has been dropping and is numerically at its lowest level 
since World War II. The figures show that at the end of 1948 we 
had 1,348 employees. At the low point of 1953 we were down to 
1,070. Under special funds made available in 1954, we staffed up to 
1,155. Weare now down to 1,069, although we will be able to increase 
this number to about 1,085 by June 30 with supplemental funds re- 
cently approved for the current year. These figures include en- 
ployees engaged in reimbursable projects. 
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REIMBURSABLE EMPLOYFES 


Senator Porrer. Do you have many employees of that kind? 

Mr. McConnaucuey. Quite a number of engineering people on 
Conelrad and similar defense programs. 

In terms of dollars, we received an appropriation for 1954 of 
$7,400,000. For 1955, including $150,000 of the unobligated balance, 
the figure was $6,694,400, plus the $85,000 supplemental, making a 
total of $6,779,400. As you gentlemen know, we got the $85,000 sup- 
plemental after we appeared before the House Appropriations Com- 
mittee. We testified before them that it was either a question of get- 
ting additional funds or having an RIF or payless days. 

For 1956 our budget called for $6,700,000, to which the House has 
proposed that the sum of $170,000 be added. This increase provides 
%80,000 for a study of network broadcasting and an increase of $90,000 
for processing radio, television, and safety and special radio services 
applications. 

Senator Porrer. May I ask a question right there, Mr. Chairman? 

Senator Magnuson. Yes, go ahead. 

Senator Porrer. That is just a study of network broadcasting. 
What was contemplated ? 

Mr. McConnaveney. I will cover that in just a moment, Senator. 

Senator Porrer. Very well. Go right ahead. 


APPLICATION PROCESSING 


Mr. McConnavucuey. Let me discuss first the two additions made 
by the House. With respect to the increase of $90,000 for application 
processing, there is no doubt but that this sum can be used to very good 
advantage. In our budget estimates we recognized that with the ap- 
propriation requested we would still have rather substantial backlogs 
and delays in processing applications. The additional amount pro- 
posed would el reduce these backlogs and delays. 


STUDY OF NETWORK BROADCASTING 


The House also added $80,000 to our request for “such expenses 
as are necessary to make a study of radio and television network broad- 
casting.” The Commission agrees that such a study, particularly as 
relates to television, would be very worthwhile. If we may, however, 
we would like to suggest that the amount allowed will be enough only 
to initiate the study. In this connection it is the Commission’s view 
that the study should not be limited to networking, but should be 
concerned with the entire economic structure and operation of the 
television industry. 

Obviously this will be a big job and will require more staff and time 
than contemplated by the House bill. The objective of such a study 
would be to obtain for the first time comprehensive information con- 
cerning the respective roles played by the networks, advertisers, 
agencies, talent, film producers and distributors, and other major 
elements in the television industry. 
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Only with this information can the problems atfecting the further 
expansion of television outlets be adequately identified and evaluated, 
and appropriate recommendations made for their solution. To ac 
complish the program it would be necessary to consider not only in 
formation now in the Commission’s files but also to collect data fron 
outside sources. 

We would expect that this fact-finding aspect would constitute the 
first phase of our study. We would then proceed critically to analyze 
and evaluate the information collected and make such recommenda 
tions as would appear necessary and desirable in the light of the 
analysis. It is clear from the Commission’s experience with other 
similar inquiries that the study would extend longer than a single 
year. It is expected that this initial $80,000 appropriation would 
enable the Commission to establish the staff to conduct the study, draw 
up the detailed procedures, and make substantial progress in the first, 
or fact-finding, phase of the study. 

Senator Magnuson. Mr. Me¢ ‘onnaughey , as IT told you before the 
meeting, we will go on with your statement. There are all kinds of 
questions IT want to ask you about this last statement, but because 
of the fact that all of us have to be gone tomorrow and part of the 
afternoon on the floor, we are going to pass that over until the week 
after next. There are many members of this committee that are 

vitally interested who cannot be here today, so we will put the state 
ment in. I want it clearly understood that we are going to go into 
this matter quite thoroughly. 

Mr. McConnaveuey. Thank you, 

Senator Magnuson. Excuse me for (TO I think, however, 
the question of the $80,000 to expedite the backlog and the applica- 
tions down there, I think we can discuss that today very well. 

Go right ahead. 


RESEARCH AND FREQUENCY ALLOCATION 


Mr. McConnavuGuey. Now, Mr. Chairman, if I may, I would like 
to make a few remarks about each of the big program areas of the 
Commission’s responsibility. Basie to all of the Commission’s pro- 
grams is that group of activities which we call applied technical re- 
search and frequency allocation. As you can readily appreciate, there 
are extremely complicated technical problems involved in our work, 
To gather and study radio propagation information and to advise 
the Commission with respect to the utilization of the radio spectrum, 
we have a small staff of 21 employees in the Technical Research Divi 
sion. Our laboratory, which has only 14 employees, makes engineer- 
ing tests and studies of various pieces of technical equipment and 
transmission systems and advises the Commission with respect. to 
such matters. 

The other half of this category of activities we call frequency allo- 
cation work. This involves keeping detailed and exact records of the 
assignments and uses of frequencies and notifying the international 
agency of our frequency assignments in this country, in order to pro- 
tect the user and the public from interference or conflict by foreigi 
users. As the numbers of users of radio frequencies have increased 
throughout the world, the problems and work involved in this opera- 
tion have increased tremendously. It is vital to this country and to 
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present and prospective users of radio frequencies that technical re- 
search and frequency allocation work be done properly and promptly. 
However, here, too, staff available for this work has steadily declined. 
Senator SatronsraLtu. Mr. Chairman? 
Senator Magnuson. Proceed, Senator. 


MONITORING PROGRAM 


Senator Sarronsrauu. In that program, we put some money in last 
vear for the so-called monitoring program. That was taken out. by 
the House. If I understand your language there, is that an effort 
to do monitoring, or is that an effort to get information that might 
lead to monitoring’ J am a little over my head when I ask that 
question, Mr. Hyde. 

Mr. Hypr. The Federal Communications Commission’s budget last 
year contained an estimate for a —, usage monitoring project, 
which had been requested of us by the N ational Security Council. 
That program was designed to make observations as to the use of 
ihe spectrum, with a view of making some appraisal of possible addi- 
tional frequency assignments, eliminating interference and so forth. 

Senator SauTonsTauy. It was to supplement the Department of 
Defense ? 

Mr. Hype. That is right, 

Senator Magnuson. We put it in the Senate, as I recall. 

Senator SALTONSTALL. Yes; then they took it out. 

Mr. Hyper. This matter has to do with the registration of frequen- 

es which are in use and maintenance of priorities in use. 

Senator SALTONSTALL. For domestic commercial purposes ? 

Mr. Hype. That is right, sir, but including international circuits. 

Mr. McConnavcury. With respect to the broade ‘ast field, I would 
ike to make several remarks, although I know that later in this hear- 
ng you will want to go into this subject thoroughly. With respect 
io television, we believe the facts will show that we have successfully 
wcomplished one very important phase of the workload brought 
bout by the lifting of the “freeze” and the subsequent flood of appli- 
cations. Hlowever, there is still a tremendous amount of work to do 

this field. Many difficult cases still are ahead of us and the work 
villcontinue to be very heavy. 


TEAMS WORKING ON TELEVISION BACKLOG 


Senator SarronstaLy. Under the urge of Senator Johnson, of colo- 

- .2 vears ago, we increased the number of teams that were avail- 
>to the FCC to process this bae klog. Am I correct in that? 

ri McConnavuGHey. Yessir. 

Senator SALTONSTALL. Hlow are those teams working? First, do 
you have all those teams still in existence that we provided 2 years ago? 

Mr. Hypr. May Tanswer that somewhat ? 

Senator SALTONSTALL. Yes. 

a Hyper. The request for additional money was prese nted in terms 
ofteams which would be comprised of a hear ing offie 1 

Senator Magnuson. I think, Commissioner, the record ought to be 
lear here as to how that happened. As I recall, the Committee on 
Interstate and Foreign Commerce talked to the Commission time and 
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time again about backlogs. So finally Senators Johnson, Bricker, and 
myself sent a letter to Senator Saltonstall as chairman of this comiit- 
tee, hoping this would help. 

Mr. Hyper. Shall I mention that Commissioners were called for 4 
meeting before the members of the Committee on Interstate Com- 
merce wherein the procedures of FCC were discussed? The seeming 
bottleneck on the expansion of the television industry was the log- 
jam of applications; everyone was concerned with the problem of 
finding ways and means of facilitating the expansion of this new sery- 
ice which the public was demanding. 

Suggestions went from the legislative ¢ ommittee to the Appropr 
tions Committee, and there was a fund of some $300,000 earmarked for 
processing of television applications. About $100,000 was added to 
our estimate for processing a backlog of applications in what we cal] 
safety and special radio services. 

Now, you asked how has that project worked out. These funds were 
appropriated for one year. We found it very difficult to use effectively 
the amount of money appropriated. We did increase the number 
of hearing officers from 11 to 17. We increased the staff as r: apidly 
as we could, consistent with ms aking proper judgments as to the fit- 
ness of the applicants and meeting civil service regulations, of course, 

Now, we still have four of those additional hearing officers on the 
payroll. It was keeping those men and other assistants which added 
to the tight budget situation that we faced when we appeared before 
the House. 

Actually, tremendous strides were made in processing the backlog 
of television applications. I think the total number of television ap- 
plications, including applications for changes that have been processed 
since the freeze is more than 1,700—TI must add that the larger part of 
this volume has been processed by changes in procedures, and en- 
couraging conflicting applicants to find settlements without hearings 
by prompt action by the Commission on uncontested cases. As a 

result the objectives of that appropriation were substantially and very 
largely accomplished. 

Senator Sarronsratn. But it is my memory, Mr. Hyde, that last 
year when you appeared—I was sitting where Mr. Magnuson is 
tod: ay—you told Senator Maybank and myself that the applications 
were, in your opinion—or someone on your Commission did—well 
under control; that you were pretty well up to date and going along. 
Is that an accurate memory ? 

Mr. Hypr. Yes. I would like to describe the situation a little 
more in detail if I might. I will be very brief. 

Senator Sarronstaty. Is the answer to that question yes? 

Mr. Hypr. I think I said that we had expected to have the thing 
substantially completed within a year. 

Senator Satronstatn. Now, is it completed ? 

Mr. Tlypr. It is not completed. But IT will say this: That those 
television cases not fully processed are well toward their final stages of 
the hearing process. In all but just a few situations the hearing ree- 
ords have been closed and 

Senator Porrrr. They are the “toughies,” too? 

Mr. Hyper. And the number of stations yet to be authorized when 
we settle all the disputes will be of the order of 50 to 65, something 
like that. 
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Senator SauronsraLL. Then you will be satisfied that you are rea- 
sonably up to date, if you get your money this year ? 

Mr. McConnavouey. It depends on how much money we get. 

Senator SaLronsraLn. I mean assuming you get the money that is 
allowed you by the House, outside of this $80,000 for the special 
investigation. 

Mr. McCoxnavenry. We are speaking of only this one sphere. At 
the prese nt time, as of March 31, we have a bac klog of 131 television 
eases In hearing and 78 nonhearing. In the AM broadcast we have a 
backlog of 384 nonhear ing and 102 in hearing. Now, if we only keep 
the § amount of money that we have been allowed, we will still have 
abacklog at the end of 1956. 


Senator Sa.tonstaLL. Of how many; a lesser one or bigger one? 
BACKLOG OF HARD CORE CASES 


Mr. McConnaveuey. A lesser one. So we are going down. 

In our budget I think we estimate a backlog of 43 at the end of 
1956. But these, Senator Saltonstall, are the hard-core cases. 

Senator Magnuson. Are you speaking of television now? 

Mr. McConnavcaney. Yes, sir; Iam. When you progress in any 
yperation, as you come toward a hope .d-for conclusion you get the 
hard-core cases that are very difficult. 

Senator Sanronstatn. Do those figures that you have given us in- 
dude applications for hearings which have been set? I have had 
several criticisms and requests to get cases set down for hearings. Do 
you have a lot of applications that do not show those figures, or is 
that your total workload ? 

Mr. McConnavucuey. This is the total backlog. 

Mr. Hype. I believe that all television applications which are in 
proper form to be processed have been placed in some phase of the 
hearing processes. I think there are none which, let us say, are 
digible or in form for hearing which have not been designated for 
hearing. 

Mr. Dorrrer. I might state that we have this contingency, also: 
Many of our cases that have been appealed to the courts may come 
back, 

Senator Sartonstau.. Is my understanding correct, then, that those 
figures that the chairman has just enunciated is an accurate list of 
allthe applications for television licenses that are before your commis- 
sion ? 

RULE MAKING 


Mr. Ler. I think perhaps vou might have reference to some other 
proceedings that we call rulemaking, where an applicant comes in and 
hows us, engineeringwise, that perhaps another station could be 
ulded in a certain area. Now, that is not an application for a station ; 
thus we put out what we call rulemaking. We give all interested 
pa rties time to comment on that particul: ir situs ition, after which we 
lecide whether or not a channel should be added there, at which point 
ipplicants may apply. 

There are situations of that nature. 

Senator Sarronstatt, What I am trying to get at, and I do not 

vant to prolong the hearing or bore the ‘chairman—what I am trying 
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to get at isthis: Is the Federal Communications Commission, through 
lack of funds or through lack of personnel, or through lack of ability, 
holding up the television and radio program business of the country 
because of backlogs that they cannot get rid of ? 

For instance, it takes a patent about 5 vears before it can get acted 
on, and that is the bill that went through the Senate today on that 
problem, to investigate it. 

Senator Magnuson. Each individual applicant would answer 
“Yes,” if you asked them singly. You submit monthly to us the 
backlog. The size of it does not look any different. The number of 
pages does not seem to go down any, but they do involve a lot of 
private licensing and commercial, police circuits, and things of that 
kind—fire departments. 

The main thing, I think, is a question of giving these people enough 
money to do this job. There is not an ap yplicant that—and I think 
the Commission will agree with me that each individual applicant 
thinks his case is taking too much time. Every Member of Congres: 
hears that almost daily from his constituents. 

Senator Porrer. Is it not true that m: inv of the cases vou have now 
are the highly contested cases / Irrespective of the money that will 
be granted for that, the proces dures and rules of the Commission are 
such that delay is part of the processing. 

Senator Magnuson. And let us be fair about it. Part of the delay 
is due to the law, too. . 

Mr. Hype. I do not wish to be out of order, but 

Senator MaGnuson. Commissioner Hyde? 

Mr. Hypr. The Congress has given applicants and licensees certain 
rl = in the Administrative Procedures Act. More than that, they 
ave given them additional rights and put burdens on the Commis 
sion In what are known as the Communications Act smnondmnente 
Congress has also given licencees and other persons who may have a 
financial interest which would suffer some impact from the opera- 
tion of a broadeasting station a right of protest. All of these mat- 
ters, desirable as they might be in the minds of some people, add to the 
hearing load of the Commission—and they cost money and they cause 

delays. 

Now. we have a number of contested cases still in the hearing proce- 
ess which have been there some time. Some of them would have re- 
quired a lot of time regardless of the money invested. It is never- 
theless a fact, on the overall, that we have not had enough trained 
personnel to handle the cases promptly. 

Senator SALronsTaLL. Have you now? 

Mr. Hyper. No; we have not, to handle them as expeditiously as we 
should. 

Senator SartonstaLu. Are you satisfied with the budget amount the 
House has given you, forgetting for the moment this $80,000? Or 
how much do you feel you need in order to handle the cases promptly! 

Mr. Hype. Mr. Chairman, may I suggest that I think the answer 
to that is the difference between what was allowed and what we asked 
the Budget Bureau for? We made a careful estimate of what we 
thought would cover only essentials, “a it was a very careful bu: gel. 
I would not be satisfied with anything less than what we asked thi 
Budget Bureau for. 
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Senator Satronsraty. Are you going to be able to do your work 
with the amount of money the Budget has allowed you, or is your 
backlogging going to ine rease? You just stated th: at your backlog 
would increase r: ither than deere: ise ? 

Mr. Hype. My answer would be that with the amount that the 
Budget Bureau approved for submission here, it would not permit 
us to keep up with our work. 

Senator SALTONSTALL. You would like the full amount that was re- 
quested of the Budget ? 

Mr. Ilypr. Yes, sir. 

Senator Savronsraty. And if you get that, you believe you would 
have enough so that your backlog would not increase ? 

Mr. Hyper. That was my judgme nt of the matter. 

Senator SarronsraLy. Do you think your backlog will increase by 
the amount that was allowed by the House and by the Budget? 


PROSPECT OF INCREASE IN BACKLOG 


Mr. Hype. I think the backlogs will increase, and I also think the 
Commission will not be able to keep up with studies and planning 
work, looking toward more effective use of radio. 

In other words, I think that not only will we have an increasing 
backlog of applications, but that we will be handicapped in other vital 
and important work, 

Mr. Dorrrer. Mr, Chairman, there are two prongs to this problem. 
One is the financial. One is trying to meet the new applications for 
the spanking new applicants that want television service. With the 
budget that we submitted to the Budget Bureau, we would be able 
within a reasonable time, to expedite that and to get the show on the 
road, so to speak. 


PROTEST PROCEDURE 


But the other aspect of our problem is a rather serious one. It has 
not much to do with finances; it has to do with the law. That is the 
protest procedure which permits a competitor to come in and start the 
huge machinery of our Commission to work and to be devoted pri- 
marily to his efforts to keep out a competitor; and this in situations 
~S ing no electrical interference whatsoever. 

[ do not know how many protests we had at this stage of the budget 
proceeding last year, but not very many ; now we have 50 to 70, and the 
way the courts have decided—and I might add that we have attempted 
very strenuously to read into the law what we thought was the com- 
monsense interpretation not to require a hearing in all of these cases. 
But we are being reversed. The indication now is that not only the 
lifty- or seventy-odd protests which we have on file will have to go to 
a hearing, but the court interpretation invites more protest. 

Ve are almost helpless to appraise the situation, in view of the 
present status of what I think is a very cumbersome law—one that 
[do not think was in the mind of the Congress at all, because the 
act itself provides that the broadcasting field should be of a com- 
petitive nature. And yet these people use every means and device 
to prevent people getting on the air. 
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CHERRY-WEBB CASE 


Take just one illustration, the Cherry-Webb case. My exact dates 
may be wrong, but I think they were ready to go on the air in 
September 19! 54. Recently they got on the air, but their case is jn 
court with a very good possibility that the FCC will be reversed, 
and they will probably be taken off the air, as was a station ip 
Camden, Ark. Asa result we might find ourselves doing this whole 
thing over; the so-called protest law, which I : assure you I can demon- 
strate and I think my fellow Commissioners can, is essentially nothing 
more or less than an instrument to shut out a potential competitor, 

Now, Congress will have to make up its mind. Either broad- 
casters get a degree of exclusivity, or else they have to keep it com- 
petitive. If it is competitive, they should not have the right to come 
in and start the machinery of our hearing process mer ely to show 
they are going to be injured economically. It is entirely different in 
the case of electrical interference. 


AMENDMENT TO PROTEST LAW 


Senator Magnuson. Commissioner, I introduced a bill to amend the 
protest law, and the Subcommittee on Communications has informed 
me today that they are going to start hearings on that bill within the 
next few days. 

Mr. Dorrrer. With respect to that, the effect of the proposed amend- 
ment is merely to eliminate the stay, which is a form of injunction, 
which permits the man to go on the air. But it does not eliminate 
the necessity for a hearing, and that is my big bone of contention. 

Senator Maanvson. We are in the process of overhauling, we hope, 
the whole Federal Communications Act, which might, we hope, cor- 
rect some of the things you speak of. But in the meantime we have 
to appropriate enough money for you people to do the kind of job 
Congress has directed you to do; because, after all, you are an arm 
of Congress. 

Mr. McConnavcuey. Exactly. 

Mr. Wesster. Mr. Chairman, I am Commissioner Webster. I do 
not want to take up any of your time, but I just want to echo the 
subject of lack of funds. I could take an hour to go over with you 
some of my ideas, but it is too late for that. 

All I want to stress is that you have been talking here about back- 
logs of television and broadcasting. There are other fields in the 
Commission that need funds to do a good job. And I do not believe 
that this Commission has been doing a good job, because we haven't 
had the funds to do it. And there are various areas that you have 
not even mentioned today that I could go into if we ever got around 
to that point. 

I just want to go on record that I feel that this Commission is not 
doing the job that you gentlemen would want us to do, and we are 
prevented from doing it 

Senator Maenuson. I think the Commission is doing a job, but 
they are not doing it fast enough. There are many phases i in these 
backlogs other than television and radio. Television, being the most 
dramatic, is thought of more. 

Mr. Werster. The bac ‘klog is not the whole question. 

Senator Maenuson. You can proceed, Mr. McConnaughey. 
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CUTBACKS IN BROADCAST MANPOWER 


Mr. McConnavucney. In standard broadcast backlogs have begun 
to build up again, bringing to mind the large backlog and long delays 
of several years ago. I ec: call attention to the fact that we cut back 
our total broadcast manpower requirements drastically in 1955 and 
our budget provides for a still further reduction in 1956. 

In the s safety and special uses of radio, we are in substantially the 
same general situation as in television. Two years ago, we faced an 
overwhelming backlog and funds were made available to build up 
our staff in order to relieve the situation. Last year we were able to 
become just about current in our application processing work and 
we entered the present year in reasonably good condition. The tight 
appropriation situation this year, however, will leave us with a very 
heavy backlog to enter fiscal year 1956. 

| might say on that subject, that is a very serious situation, gentle- 
men. ‘This safety and special use of radio is not the glamorous part, 
Mr. Chairman, but it is a very vital part. And you might be inter- 
ested to know we get many more calls from the Hill on this particular 
item than we do on television and radio. And we are going to be 
confronted with a backlog of 30,000 applications in 1956 if we do not 
get more money. 

Senator Porrer. Has your statf been increased for this project 
recently ¢ 

Mr. McConnavucuey. In 1954 we were given an increase; yes. 
Except for that, Senator, starting in 1950, our staff has gone right 
straight down and our workload has gone right straight up. In other 
words, you have a situation that just does not m: ake sense. That has 
been true of our total staff as well. 

Senator Maenuson. Then I hasten to venture that when you get 
into the intermixture hearings it is going to be even more. 

Mr. McConnavaney. There is no question about it; and subserip- 
tion television and all sorts of things. 

In addition to the fact of increasing workloads and rising backlogs, 
there is also the important fact that problems facing us are becoming 
much more complex as the number of licensees increases. Keeping 
our rules in step with progress in these dynamic services is a constant 
problem but adequate staff work in rulemaking is vital to orderly and 
efficient discharge of our responsibilities. Although we face rising 
backlogs and ever more difficult problems in these services, our budget 
allowance calls for a still further reduction in personnel for 1956. 
To handle these problems and to keep backlogs a getting out of 
hand, we must have, and will do all we can to ac hieve, further i in- 
creases In efficiency and productivity. 


ENGINEERING AND MONITORING ACTIVITIES 


Approximately one-third of the Commission’s staff is engaged in 
lield engineering and monitoring activities which consist primarily of 
ins pection of facilities and operations of Commission licensees, moni- 
tormg the radio spectrum, and giving operator examinations. The 
purpose of the first two activities is to determine whether licensees 
are observing the conditions under which their licenses were granted 
und to locate clandestine stations and sources of interference to 
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authorized operations. We must keep order among users of the 
radio spectrum. Interference must be reduced and held to a minimum, 
Those segments of the Commission’s program having to do with the 
granting “of licenses attempt to work out the maximum possible use 
of the radio spectrum in terms of rules and conditions of licenses. [t 
is the purpose of our field staff to achieve and preserve order in the 
uses of radio frequenci ies by inspections and monitoring. The value 
of this part of the Commission’s program cannot be overemph: sized, 

Here also we have made every effort to reduce our staff and still do 
the necessary job. The simple fact is, however, we are able to do only 
a small part of the inspection job and our spectrum monitoring has 
been considerably curtailed in recent years. With the staff budgeted, 
we hope to be able to keep up with the most critical situations. 

As I have indicated, the field staff of the Commission gives examina- 
tions for the many classes of operators who must be licensed. Last 
year 70,000 oper ator examinations were given. This is a m: ajor opera 
tion and requires a considerable portion of the time of the Commis- 
sion’s field staff. It is, however, absolutely necessary work which 
‘annot be further reduced in the interest of the Nation and the 
industry. 

COMMON CARRIERS REGULATIONS 


With respect to our common carrier regulatory responsibilities, | 
want to make two brief observations. 

Those of you who have had contact with our communications com- 
mon carriers in any regulatory proceeding will appreciate the fact 
that the telephone and telegraph businesses are extremely large and 
complicated. And they are staffed with adequate numbers of ex 
tremely competent professional people. I think I can give a pretty 
good picture of the problems facing our Commission “by pointing 
to the simple fact that to handle F ederal regulatory problems i in inter 
state and international telephone and telegraph communications, we 
have a staff of only 103 people. In this area, as in most of the other 
functions of the Commission, the number of employees available un- 
der the appropriations have been reduced steadily for the past few 
years. 

Senator Sarronsraty. Is that due to the increased wages 4 

Mr. McConnaucuey. Our staff has been reduced because we hav 
been getting less money. 


REDUCTION IN EMPLOYEES 


Senator Sautronstratn. In 1955 you got $6,694,400 as opposed to 
$6,954,000. This year you get $6,700,000 but your employees would bi 
reduced by 12. Is that due to the increased wages or salaries. 

Mr. Cox. Mr. Chairman, may I suggest two answers. Increasing 
average salary under Federal law for the last few years has been pari 
of the answer, Senator Saltonstall. But the fact is that due to th 
nature of allowances, the nature of committee reports and appropria 
tions, and things of that kind, we have had to devote a larger share of 
our total budget and total appropriation to certain other activities, 
such as television and safety and special activities, and less to commo! 
carrier. Common carrier has been reduced from an average mal 
power of the order of 165 a few years ago down to 103 today. 

Senator Macnuson. Thank you. 
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Mr. McConnavcuey. In this area, as in most of the other functions 
of the Commission, the numbers of employees available under our 
appropriations have been reduced steadily for the past few years. In 
1955 we are able to finance the same number that we had in 1954 and 
our budget provided for continuation of the same number in 1956. It 
is my strong conviction that we cannot be expected to do even a pass- 
able job in this field with any further reduction in personnel. 


EXECUTIVE, STAFF, AND SERVICE ACTIVITY 


The remaining category is executive, staff, and service activity. 
This includes the Offices of the Commissioners, Administration, Chief 
Engineer, General Counsel, Reports and Information, Chief Account- 
ant, and the Commission’s Secretary. These units provide not only 
the central service functions of the Commission but also include the 
top policymaking and technical advisory personnel. The only signifi- 
cant increase in this category is for the office of the General Counsel 
which has been faced with very substantial increases in litigation work 
in the last year or so. 

In the current vear, we have had to increase the size of the General 
Counsel’s staff and further expansion early next year will also be nec- 
essary to keep pace with increasing litigation. This increase stems 
primarily from the fact that practically all unsuccessful applicants 
for TV stations carry their cases to the court. Apparently they feel 
that they have already spent so many thousands of dollars that they 
might as well spend the relatively small additional amount necessar y 
to get another chance in the courts. Actually 11 of the first 13 unsue 
cessful applicants have taken their cases to the courts. 

I think that IT should also bring to your attention the fact that 
tremendous amount of the Commission’s time, especially at top levels, 
is required on matters of a vital nature to the defense of this Nation. 
Most of these are things which cannot be spelled out quantitatively 
inany budget, but we will all agree, I feel sure, that “penny wise and 
pound foolish” is surely applicable in this area of responsibility and 
activity. 

I believe, Mr. Chairman, that those are the major aspects of our 
budget problem. If you have any questions we will, of course, do our 
best to answer them. 

Senator Magnuson. Thank you, Mr. Chairman. 

I want to suggest this also so that the Appropriations Committee 
can think about it a little bit: 


INADEQUATE OFFICE SPACE 


T am under another definite impression that a lot of your problems 
down there stem from vour own housing problems. 

Mr. McConnavucuey. There is not any doubt about it. 

Senator Magnuson. You are scattered all over. IT have seen some 
offices down there that I do not know how anybody can get any work 
done. ; 

Mr. McConnaveney. Some of them have no windows in them, and 
part of our staff is in another tempo building. 

Senator Magnuson. You cannot find anybody when you want to 
find them. The staff is out in the hall and if you know how to get 
there you have to wend your way through somehow. 


62275—55——20 
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This is going to be an important industry in the life of this coun- 
try, and it seems we ought to start to think about some housing for 
the Federal Communications Commission. We might even start with 
an appropriation for some planning and look at it, or ask General 
Services to goahead. It seems to me that a great, somenndiene amount 
of the work is due to maybe inefficiency, not ¢ raused by the fact that the 
people are inefficient but the working conditions. 

Mr. McConnavGury. Lost time; working conditions. 

Senator Magnuson. I have never seen a department of Government 
with such bad housing as the FCC when it comes to working condi- 
tions. IT have been down there when you fellows did not know I was 
around. IT did not call on the Commission—just to look at it. It is 
oak I know we have a problem of office space, but I think 
vour staff works under worse conditions than any other place I have 
ever seen. 

AMENDMENTS AND JUSTIFICATIONS 


Refore we conclude the hearings for this afternoon, I would like to 
have inserted into the record your letter to the committee, of April 7, 
1955, advising us of the changes you deem necessary in the appropria- 
tion bill for your commission, and the summary tables from the justifi- 
cations, 

(The information referred to follows :) 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. C., April 7, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1956, 
United States Senate, Washington 25, D.C. 


DEAR SENATOR MAGNUSON: I have your letter of March 29, 1955, requesting 
the Federal Communications Commission to advise you of the changes deemed 
absolutely necessary in the independent offices appropriation bill for 1956, and 
whether a hearing is desired before the Senate Appropriations Committee. 

In response to your inquiry, I wish to say that the Commission is satisfied 
that the independent offices appropriations bill for 1956 as passed by the House 
of Representatives will enable us to carry out the essential functions which 
are required under the Communications Act of 1934. As you know, the House 
bill provides for an increase of $170,000 above the President’s budget for fiscal 
1956. The increase provides $80,000 for a study of network broadcasting and 
an increase of $90,000 for processing radio, television, and safety and special 
radio services applications. 

With respect to the $90,000 increase for processing applications in broadcast 
and the safety and special radio services, the Commission has presented materials 
indicating the workloads and backlogs now on hand and to be expected in the 
next year and a half. The increase will help reduce these backlogs and the 
delay in processing applications. 

The Commission also does not have any problem with the provision in the bill 
making $80,000 available for a study of radio and television network broad- 
casting, providing the term network does not exclude the other principal elements 
of the broadcast industry. 

As we stated in our preliminary report on UHF-VHF and network problems 
submitted to the Senate Committee on Interstate and Foreign Commerce on 
March 16, 1955, we believe that a study of the networks and other principal 
elements of the broadcast industry is essential to a proper understanding of 
the many complex problems resulting from the rapid growth of television. In 
our opinion, however, such a study should not be limited to the networks alone. 
Although the present language of the bill would not preclude such a broad 
study, your committee might wish to give consideration to adding language at 
the end of line 3, page 9, such as “and other facets of the broadcasting industry.” 

In our oral presentation to the House Appropriations Committee, we estimated 
that $100.000 might be required to initiate an adequate study. This was neces- 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 305 


sarily a rough estimate since no detail staffing plans had been worked out at 
the time in view of the fact that the President had not allowed additional funds 
for such a study. We have considered the matter further in light of the House 
action, and have concluded that the $80,000 proposed would provide a special 
staff of approximately 12 employees to inaugurate the study. During the initial 
stages of the study this should be adequate to make a good start on the problem 
during 1956. 

As we previously indicated to the Senate Interstate and Foreign Commerce 
Committee, experience with similar studies and investigation of this type indi- 
‘ates that several years will be required for completion of the project. Whether 
the additional funds in future years to complete the job would be more or less 
than the present figure cannot now be estimated. 

If your committee has any further questions as to the needs of the Commission 
for fiscal 1956, we would be most happy to appear for a hearing. 

Sincerely yours, 
GEORGE C. McCONNAUGHEY, Chairman. 


Table showing the average employment and amount of money utilized in 1954, 
estimated for 1955 from available funds, and estimated for 1956 


1954 actual 1955 estimate 1956 estimate 


Average | Average Average 
employ- | Amount | employ- | Amount | employ- | Amount 
ment } ment ment 


(a) Personal services: 

I. Applied technical re- | 
search and frequency 
allocation -. -- 61 $381, 750 | ¢ $381, 254 59 $382, 250 

II. Broadcast ; 225. 3 1, 315, 812 1, 180, 362 190. 0 1, 149, 466 

III. Safety and special radio | | 
services | 125.8 686, 347 | 20. 663, 805 116. 667, 147 

IV. Field engineering and | 
monitoring eae 343.9 | 1,897,907 ‘ , 870, 688 339. 5 1, 876, 340 

V. Common carrier | 107.1 | 678, 012 | 697, 568 | 108. 702, 947 

VI. Executive, staff, and | | | 
service 212.0 1, 171, 625 | 213. £ , 226, 723 216. , 246, 850 

Total, personal serv- | 

ices___- : 6, 131,453 | 1,042. ¢ 3, 020, 400 , 030. 6 6, 025, 000 

») “Other objects”’ ae 823, 040 | 978, 900 , 679, 500 


Total, obligations ae ...-----| 6,954, 493 | : }, 699, ; Ue 6, 704, 500 
Unobligated balance 449, 020 | 
Reimbursement from non-Federal | 

sources . " —3, 513 | 





Appropriation or estimate.... 7, 400, 000 
| 


' Includes $150,000 reappropriated 1954 funds. 
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Senator Macnuson. The committee wants to thank you, gentlemen, 
for your appearance here. 

We will resume hearings at 10 a. m., May 17, and at about that same 
time we will also have to go into some of the policy problems of the 
Commission. I am kind of w earing two hats in this show and I will 
put on the other hat then. 

(Whereupon, at 3:20 p. m., Thursday, May 5, 1955, the hearing 
was recessed to reconvene at 10 a. m., Tuesday, May 17, 1955.) 





meres 8 ee OF Pee ree Seem v a ee ee 
. oe be o : 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 


TUESDAY, MAY 17, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 11 a. m. in room 
G-16, the Capitol, Hon. Warren G. Magnuson (chairman of the sub- 
committee) presiding. 
Present: Senators Magnuson, Robertson, and Dirksen. 


INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF RICHARD F. MITCHELL, CHAIRMAN; EVERETT 
HUTCHINSON, COMMISSIONER; E. F. HAMM., JR., MANAGING 
DIRECTOR; ERNEST WEISS, CHIEF ORGANIZATION AND 
METHODS EXAMINER; J. NEIL RYAN, ASSISTANT BUDGET 
OFFICER; H. D. McCOY, SECRETARY; W. Y. BLANNING, DIREC- 
TOR, BUREAU OF MOTOR CARRIERS; E. H. COX, DIRECTOR, 
BUREAU OF RATES, TARIFFS AND INFORMAL CASES; C. W. TAY- 
LOR, ACTING DIRECTOR, BUREAU OF SAFETY AND SERVICE; 
PAUL COYLE, CHIEF, SECTION OF COMPLAINTS, BUREAU OF 
MOTOR CARRIERS; AND FRANK SILVER, GENERAL COUNSEL, 
DEFENSE TRANSPORT ADMINISTRATION, INTERSTATE COM- 
MERCE COMMISSION 


BUDGET ESTIMATE AND HOUSE ALLOWANCE 


Senator Magnuson. The committee will come to order. 

Chairman Mitchell, we will be glad to hear from you at this time. 

Mr. Mricuetni. Thank you, Mr. Chairman. 

Senator Maanuson. For the purpose of the record, Mr. Chairman, 
in 1955 the Commission received $11,670,000. The budget estimate 
for 1956 was $11,975,000 and the House allowed you $11,975,000, 
or a plus of $305,000? 

Mr. Mircuetyu. That is correct, Senator. 

Senator Maanuson. They put the $11,975,000 in one item instead 
of separate items. You are asking for no restoration from the Senate 
committee? 

Mr. Mircuetyi. That is right. I might say to you, Senator, for 
the record that this year the Commission requested from the Budget 
Bureau what it really needed and it was a cut from what we requested 
in 1955. 
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The House bill, the amount they appropriated, we feel will give us 
sufficient to do an adequate job and we have made no further request 
from your committee for any changes. 

Senator Maanuson. Now, there are various items in your salaries 
and expenses, which include the defense transport activity, railroad 
safety, locomotive inspection and general expenses items of the 
previous year. 

I think for the purposes of the record, we will put in a summary 
table and the explanation in the justifications. 

(The material referred to follows:) 


INTERSTATE COMMERCE COMMISSION 


Comparison by bureaus and offices of the estimated number of positions and total 
obligations for the fiscal year 1955 with fiscal year 1956 


1955 Comparison 1955 with 
ont 1956 


Bureau or office 


Positions) Amount Positions} Amount Positions! Amount 


Commissioners and their offices--.-- $352, 915 i $354, 126 


Managing Director: 
Otfice . 63, 635 7 63, 622 
Budget and Fiscal Office -- 28 | 119, 592 | 119, 459 
Personne] Office. -.-- ; I 78, 946 1f 78, 755 
Stenography . : 4 133, 796 | 133. 003 
Supplies and Publications. - -_- 5 233, 973 f 228, 619 | 


Total Managing Director - --- 629, 942 623, 45 


Secretary: | 
Office ¢ 56, 232 9 | 56, 
Dockets ‘ z ‘ 140, 524 | 3 140, 
Indices and Annotations : d 61, 520 j 61, 
Library Services j 30, 885 j 30, 
Mails and Files ‘ : 101, 220 3 100, 


Total Secretary ¢ 390, 381 


Office of the General Counsel } 103, 541 
Accounts, Cost Finding, and Valu- | 
ation , 107, 600 
Finance 36 256, 959 
Formal Cases 9 | 735, 569 
Inquiry and Compliance ¢ 361, 414 


Motor carriers: | 
Administration - 126, 933 
Certificates... ) 417, 459 
Complaints x d , 100, 000 
Insurance... 3: 129, 643 
rs ole ore tt celts ¢ 127, 388 
Field _- ; : | 1,490, 868 


Total, motor carriers 3, 392, 291 
Rates, Tariffs, and Informal Cases __ | 1,146, 080 


Safety and Service: 
Director’s Office : | 22, 471 
Section of Car Service . t 351, 493 
Section of Locomotive Inspec- | 
tion ; 699, 290 
Section of Railroad Safety - -- : 1, 011, 298 


Total Safety and Service 2, 084, 552 


Transport Economics and Statisties 2¢ 622, 917 
Water Carriers and Freight For- 

warders__- 2 120, 619 
Defense transport activities_ ¢ 157, 810 
Penalty mail ee 45, 000 
Printing and reproduction 


Total Interstate Commerce 
Commission 
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JuSTIFICATION FOR APPROPRIATION FOR THE FiscaAL YEAR ENDING JUNE 30, 1956 


The estimate for appropriation for the Interstate Commerce Commission for 
the fiscal year 1956 is $11,975,000. The budget for 1956 provides 1 appropriation 
for this Commission in lieu of the 4 existing appropriations. The following 
statement shows a comparison of the amounts appropriated for the current 
fiscal year under the 4 existing appropriations with the amount included in the 
1956 budget for this Commission under 1 appropriation, and the increase recom- 
mended for 1956: 


Fiseal year 
Increase rec- 


Appropriation title ees l ~~ | ommended 
1955 appro- 1956 budget for 1956 
priated | estimate 

Salaries and expenses - - - - ie $11, 975, 000 | 
General expenses---._.--~-_- sae SG i bri ina og aera ee 
Railroad safety - - Z eB hccieg ey 974, 500 
Locomotive inspection ..........-.-_- 709, 500 ee 
Defense transport activities. _..._..-_-- * 7 170, 000 Bless 

SWREs veer anteaiesacawccmucencnens alain ape late . 11, 670, 000 | 11, 975, 000 $305, 000 


The estimate for the new appropriation title, salaries, and expenses, Interstate 
Commerce Commission, provides for all the activities to be performed by the 
Interstate Commerce Commission. 

The proposed consolidation of the four appropriations, ‘‘General expenses,”’ 
“Railroad safety,’’ “‘Locomotive inspection,”’ and ‘‘Defense transport activities” 
into one appropriation coincides with a recommendation included in the President’s 
budget for 1955. Effective June 1, 1954, the former Bureaus of Safety, Loco- 
motive Inspection, and Service were merged into a new Bureau entitled, “‘Bureau 
of Safety and Service.’’ The Commission believes that greater efficienzy and 
economy will result if the activities of the new Bureau are financed from one 
appropriation instead of several appropriations. 

Complete interchangeability of locomotive inspectors and other field employees 
will not be possible until amendments are obtained to the Locomotive Inspection 
Act. 

The increase of $305,000 recommended for 1956 is a product of an increase of 
$350,000 for activities currently financed from the appropriation ‘General 
expenses” and a decrease of $45,000 for activities currently financed from the 
appropriation “Defense transport activities.’ The amounts included for the 
activities currently financed from the appropriations ‘‘Railroad safety’? and 
“Locomotive inspection’’ are the same as those appropriated for 1955. 

As further explained in detail below: 

Of the increase of $350,000 for activities under the appropriation ‘General 
expenses,’’ $215,000 is for the purpose of (1) obtaining better compliance with the 
statutes and the regulations issued thereunder; (2) providing a more effective 
program of investigation and prosecution of violations of the Interstate Commerce 
Act and related acts; (3) partially meeting the problems of superannuation and 
retirement of experienced employees by inauguration of a minimum replacement- 
training program; (4) reducing backlogs of pending matters; and (5) promoting 
motor carrier safety. The remaining $135,000 represents the annual cost of 
reclassifying 2 large groups of employees in the Commission; namely, 91 motor 
carrier district supervisors and 101 nonhearing examiners. 

The 1956 budget provides for 16 additional accountants for the field force of the 
Bureau of Accounts, Cost Finding, and Valuation. The employment in this 
activity has been reduced substantially in the last 7 or 8 vears, not only due to 
reduced appropriations, but also as the result of the adoption of new procedures 
and improved methods. Replacement by younger men of the many older and 
experienced employees who have left the service was not possible. More than 50 
percent of the 172 employees in this Bureau on December 1, 1954, were over 55 
years of age, and more than half of these will leave in the next 5 years. Because 
of the highly specialized and technical nature of the work, up to 3 years’ training is 
required for new emplovees. Therefore, it is essential that the Commission be 
allowed sufficient additional funds to establish a training force of 16 employees to 
be trained by the experienced employees before their retirement or separation 
from the Commission. 
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Eifective July 1, 1954, the Commission established the Bureau of Inquiry and 
Compliance which embraces all investigation aad prosecution work under the 
criminal and penal provisions of the Interstate Commerce Act and the Elkins 
Act. The 1956 budget provides for 2 additional attorneys and an inerease of § 
special agents, all for the field force of this Bureau. Enforcement of the motor 

earrier provis sions of the act, which are now handled by this Bureau, has gradu: ally 
deere ased during the past several years due to insufficient number of special 
agents and attorneys. 

Considerable -:riticism has been directed at the Commission for inadequat 
enforcement of motor carrier laws, rules, and regulations. With the addition] 
positions requested for this Bureau it will be possible to increase the number of 
investigations and prosecutions of flagrant and willful violations. 

The Appropriation Act of 1955 provides $1,100,000 for the Section of Com- 
plaints of the Bureau of Motor Carriers which handles the formal proceedings 
involving motor carriers. This enabled the Commission to allocate 144 positions 
to this section for the current fiscal vear which is an increase of 34 over the 
employment of 110 on July 1, 1953. It is believed that the backlog of pending 
matters can be reduced to a reasonable level by the end of the fiseal vear 1956 
provided the staff of examiners in this section can be maintained. 

However, with the increased production by the Section of Complaints and the 
in reased work resulting from the publication in the Federal Register of notices 
of filed applications by motor carriers, the bottleneck in clearing motor carrier 
matters will shift from the Section of Complaints to the Seetion of Certificates, 
The 1956 budget provides for eight additional positions for the Seetion of Cer- 
tifizates. These additional positions will enable this section to perform the 
necessary Clerical and reeording work in connection with the applications filed 
and to prepare the required vertificates, permits, and licenses in cases decided by 
the Commission. ; 

The 1956 budget provides for a total of 28 safety inspectors, which is an increase 
of 7 over the 21 allocated for 1955. <A total of 28 safety inspectors will provid 
2 for each of the present 14 motor carrier districts. In addition to obtaining 
reasonable compliance with the safety regulations and investigating all aczidents 
involving fatalities, safety inspectors promote the adoption of safety programs 
by motor earriers. These programs have produced great savings in life and prop- 
erty. Study of a large groun of carriers operating over 1% billion miles annually 
showed a decrease in the fatality rate of more than 42 percent, as the result of 
improved safety programs and practices recommended by Commission personnel. 
Based on this record the addition of seven safety inspectors appears warranted 

The workload of the board of suspension and the fourth section board has 
steadily increased from vear to year, and during the fiscal year 1954 it reached 
the highest level in the history of the boards. The 1956 budget provides on 
additional board member for each board, aiso two report writers for the fourth 
section board and two order clerks for the board of suspension. 

effective June 20, 1954, the Civil Service Commission reclassified all hearing 
examiners in this Commission to three grades, GS-13 through GS-15.  Severa 
vears ago the Civil Service Commission recognized the need for parity betwee! 
the grades of hearing examiners and so-called nonhearing examiners. The recent 
upgrading of hearing examiners has disrupted the parity in the grade structure 
The 1956 budget provides $90,000 for the reclassification of nonhearing examiners 

In the course of the past several vears, a number of new procedures wer 
adopted and duties enhanced which placed additional responsibilities on th 
motor carrier district supervisors in order to handle the work more expeditious 
and to serve the industry more fully. Therefore, the Classification Act requires 
a change in the GS-11 grade for these positions. The 1956 budget provides 
$40,000 for the annua! cost of the reclassification of district supervisors from GS-1! 
to GS-12. 

During the current fiscal vear the Commission is absorbing the cost of reclass'- 
fication of hearing examiners and the cost of the Fringe Benefits for Governmen! 
Employees and the Federal Group Life Insurance Acts of 1954, which tota 
approximately $100,000. The Commission cannot absorb the cost of reclassifying 
the nonhearing examiners and the district supervisors without serious harmfi 
effects on the Commission’s ability to perform its work. 


ESTIMATED OBLIGATIONS 


The estimated obligations under the new appropriation title Salaries an¢ 
Expenses for 1956 total $11,979,000, and compare with obligations for 1955 o! 
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811,682,590. These figures include reimbursements to be received for services 
to be performed or from the sale of automobiles which are to be replaced. 
1956: 

Total estimated obligations _ __ un $11, 979, 000 

Less reimbursements Peo 5 a 4, 000 


To be appropriated _ ___ 
1955: 
Total estimated obligations ____ iota es $11, 682, 
Less reimbursements_______-_ BB dl 24, 
11, 657, 
Plus reserve for contingencies : a 12, 190 


Appropriated a oat coerced 11, 670, 000 


Increase 1956 over 1955 - 
Personal services 

The estimated obligations for personal services for the fiscal year 1956 is $10,- 
821,337 and will provide a maximum of 1,940 positions, as compared with esti- 
mated obligations for 1954 of $10,531,905 and a maximum of 1,911 positions. 
The inerease for 1956 is $289,432 and 29 positions. 

The additional 29 positions represent the net of the 45 additional positions 
described in the preceding paragraphs and decreases totaling 16 positions as fol- 
lows: five service agents employed temporarily during the current year, 7 posi- 
tions in the Defense Transport Activities which are being abolished this fiseal 
vear, and 4 positions in the Section of Insurance, Bureau of Motor Carriers, 
vhich will be abolished as soon as new and improved procedures can be completely 


installed. 


Other objects 

I:'stimated obligations during the fiscal year 1956 for objects other than per- 
sonal services total $1,157,663 which compares with obligations for such objects 
during 1955 of $1,150,685, or a net inerease of $6,978. Ineluded under these 
objects is travel expenses for which an increase of $33,330 is provided in the 1956 
budget in connection with the additional positions requested for the field service. 
Differences in other items included under these objects represent changes due to 
the reduction in the defense mobilization program, consolidation of all appropria- 
tions, and as the result of legislation enacted during the last session of Congress. 

The cost for these objects in 1956 for the defense program has been reduced 
$17,700, other decreases provided by the 1956 budget for regular activities are 
$300 in transportation of things, $5,200 in obligations recorded for supplies and 
materials as the result of consolidation of the appropriations ‘Railroad safety”’ 
and ‘Locomotive inspection” with other appropriations, and $8,550 in the cost 
of Federal Government’s share of social-security taxes as the result of granting 
eareer-conditional appointments to current employees with indefinite appoint- 
ments, effective January 23, 1955, in accordance with Executive Order 10577, 
lated No- ember 22, 1954. These decreases are offset by an increase of $5,398 
for the additional cost of Federal employees group life insurance in 1956 over 1955. 

Senator Magnuson. Where you have Defense Transport activities, 
$170,000, what does that include now? 

Mr. Hamm. $125,000. 

Senator MaaGnuson. Yes; your 1955 appropriation was $170,000? 

Mir. Hamm. That is right. 

Senator Maanuson. Now, you have $125,000 which is included in 
the overall amount? 

Mr. Hama. That is right. 

Senator MaGnuson. What is the purpose of that amount? 


TERMINATION OF AGENCY 


Mir. Hama. Well, the DTA, Defense Transport Administration 
goes out of business June 30 of this year and we have been directed to 
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assume their functions in the Interstate Commerce Commission so the 
$125,000 was placed in there to carry on the ODM functions or th 
functions of the Interstate Commerce Commission directed to it by 
ODM. 

Senator Magnuson. What would be left when they go out of busi 


ness? 


e 


Mr. Hama. They are working on planning, defense mobilization 
planning, and tax amortization. 

Mr. Silver, the Genera] Counsel of DTA, is here and he could 
probably explain far better than I all the directives and functions. 

Senator MaGnuson. We would be glad to hear from Mr. Silyor. 
The reason I ask this question is that we will be asked, of course. 
Why do you need this money if the organization proper is going oy) 
of existence June 30? 

Mr. Hamm. Mr. Silver? 

Mr. Sttver. I am general counsel of the Defense Transport Ad- 
ministration. The authority now exercised by the Defense Transport 
Administration was originally granted and still is granted to the mem- 
ber of the Interstate Commerce Commission, the Commissioner who 
is in charge of the Bureau of Service and Safety. 

DTA was set up as an agency through which his functions could be 
performed. 

Senator MaGnuson. As I recall, it was set up within the Interstate 
Commerce Commission as a separate organization? 

Mr. Strver. Not as a part of the Interstate Commerce Com- 
mission but under the control of an Interstate Commerce Com- 
missioner. 

Mr. Mircueny. It was a separate organization. 

Mr. Sirver. That is right. 

Senator MaGnuson. But under the Commissioner of the Interstate 
Commerce Commission designated as such? 


ACTIVITIES 


Mr. Sirver. That is right. At the present time our program con- 
sists of two parts, first, tax amortization in which the applications are 
running about 50 a month. 

The first quarter of this year they averaged 50 a month. They are 
running at that rate now. On that side of it we have five people 
functioning, including the stenographers. 

On the other side, we have been given certain responsibilities under 
the National Security Act and under the Defense Production Act by 
the Detense Production Agency. 

We are dealing now with the wartime transport control. The DTA 
is chairman of that group. DTA is chairman of a group that is set- 
ting up a port control organization for time of war and its activities 
of that sort. 

There are about 13 different segments of planning in which we 
now work. 

Senator MaaGnuson. But it is mainly planning? 

Mr. Sitver. That is right, on that side. 

Senator MaGnuson. Who are applying for tax amortization? 

Mr. Stnrver. Principally for freight cars, locomotives, inland water- 
way, that is, river barges and boats, some port facilities, inland port 
facilities, a small amount of warehousing and storage. 
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Senator MaGnuson. On what theory do they make their applica- 
tion, engaged in defense activities? 

\Mr. Sirver. That their expansion is in the interest of national 
defense. As the policy is set by the internal revenue law of 1954, 
there has to be a certification made under that that it is in the interest 
of national defense. 

Senator MaGnuson. After June 30, would it still work the way it 
has worked in the past, that the defense mobilization would certify 
that this is an expansion for that purpose and you would review it? 

Mr. Sinver. That ordinarily would be true, but right now in the 
mill there is an executive order and regulation whic h will change it 
so that the so-called cognizant agencies like the Interstate Commerce 
Commission will be, on July 1, will do the investigation and certifying 
instead of ODM. There will be a redelegation from ODM. 

Senator MaGnuson. In other words, after June 30 the authority to 
erant the certificates will rest with what is left in the Interstate Com- 
merce Commission? 

Mr. Strver. That is right. 


AMORTIZATION APPLICATIONS 


Mr. Mircneuy. Mr. Silver, can you give the Senator any idea as to 
the amount of these amortization applications? 

Mr. Strver. Yes. 

Senator MaGnuson. But it used to be that they would send over 
the certificate and you would service it? 

Mr. Strver. That is right. They would send the application to us. 


We would make the investigation, field investigation, make the recom- 
mendation, and then they would do the certification but, as of June 1 l, 
that is the target date, that function of issuing the certificate will be 
turned over to DTA and on July 1 to ICC. 

Senator MaGnuson. Are these mainly transportation companies 
and plants that have defense orders and therefore expand their facili- 
ties? 

Mr. Strver. No, not defense orders. Like the railroads of the 
country who are the principal applicants at the present time, they 
are serving defense plants, but it is for the stream, the regular freight 
equipment, regular locomotives used in their regular transportation 
service, 

Senator Maanuson. If a railroad would expand, say, its rolling 
equipment, freight, in a given railroad at this time, would they ask 
you to certify a tax amortization on the ground that they were doing 
it because of defense purposes or they were doing it for expansion of 
the railroad in normal commercial activities, or both? 

Mr. Strver. No, that it was in the interest of national defense. 
The procedure that is followed is this: Expansion goals are set and 
approved by the Office of Defense Mobilization. They fix a top 
number within that number we are permitted to certify. 

Senator MaGnuson. But they will be out of it now come June 30? 

Mr. Strver. Yes, but that goal will still be their goal. Just the 
certification procedure will be with us. They will still establish and 
review, 

Senator MaGcnuson. Where do you draw the line on rolling equip- 
ment? 
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Mr. Sitver. Where do you draw the line? 

Senator MaGnuson. On new equipment. 

Mr. Sitver. Under the present approved goals, all locomotives 
diesel locomotives, not steam but diesel locomotives, and all freicht 
cars up to 1,200 rail passenger cars are eligible to be certified. 

Senator MaGnuson. Why do you take all freight cars? 

Mr. Sitver. Well, that is up to the expansion goal. 


RELATION OF ACTIVITY TO DEFENSE 


_Senator MaGcnuson. I mean they can only go so far, can they not? 
You must reach a point where the expansion might be the replace- 
ment of old equipment which would be purely in their commercial 
activities. 

Of course, there is always a relation to defense, the transportation? 

Mr. Sttver. Oh, ves. 

Senator MaGnuson. But it is hard to know just where you draw 
the line? ; 

Mr. Sttver. A study was made by DTA. 

Senator MaGnuson. I suppose the diesel proposition would be that 
anyone who converts to diesels would thereby be adding not only to 
the more efficient operation of the railroad but the speed of it? 

Mr. Sirver. Yes, it increases the efficiency. 

Senator MaGnuson. It would seem to me that there must be some 
of those cars, you limit passengers to 1,200, there must be some 
freight cars that would not be strictly in the defense category and 
entitle them to this preference. 

Mr. Mircuetu. Mr. Silver, you do not grant amortization for the 
entire amount. 

Mr. Sttver. Oh, no. It is a percentage of the cost. 

Senator MaGcnuson. Because there would be, I suppose, a reason- 
able percentage that always could be traced directly or indirecily 
to a defense effort. 

Mr. Sitver. That is right. It is not 100 percent amortization. 
The percentage has varied and it is presently 80 percent. 

Senator Macnuson. During the war they asked for 100 percent? 

Mr. Stiver. Yes, but they did not get it in freight cars. 

Senator MaGnuson. But in other industries they did? 

Mr. Sitver. I believe they did. 

Senator MaGnuson. I see the Federal Power Commission coming 
in now. We had a lot of private utilities that asked for amortization 
on certain hydro dams and got it whereas only part of the energ) 
was going to the defense effort. 

Mr. Stiver. I think the highest percent we granted was 85 percent 
in the case of ore boats on the Great Lakes. 

Senator MaGcnuson. Because of the necessity of steel? 

Mr. Sitver. That is right. 

Senator MaGnuson. They are continuing to come in? 


FREIGHT CAR GOAL 
Mr. Strver. The freight car goal was fixed and approved at 436,000 


and my recollection is that of that 436,000, there still is about 100,000 
that could be certified. 
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\fr. Mrreneuy. I do not know whether this is the place or not, 
Senator, but in accelerated amortization also it has a little kickback. 

or example, there are certain railroads that 1 could name that have 
gotten large accelerated amortization which they charged off as 
expense or as tax, and now they find that as that expires they are 
going to have difficulty showing the earnings that they did before 
because they are not going to have that char; ceoff, 

Senator MaGnuson. Well, I think that clears up the shift because 

‘have been asked some questions on what this shift would be and 
naturelle the work should be getting less and less as we move along 
without @ war. 

Mir. Mrrcenet.. But, Senator, it is necessary that these railroads 
keep their equipment up. 

Senator MaGnuson. Oh, yes. 

\ir. MircHe.y. Passenger cars, are needed. 

Senator MaGnuson. If this would be an incentive for them to do 
something about their rolling equipment, it would be all right for one 
who rides the trains as I do. 

Mr. Mrrene uu. It should be. 

Senator Maanuson. Mr. Chairman, I do not know whether you 
want to answer that but I am sure you have someone here, and this 
was involved in the appropriation for your so-called safety and Bureau 

\lotor Carriers in those divisions. 


INTEREST OF WASHINGTON STATE HIGHWAY RESEARCH COUNCIL 


On April 13, I wrote a letter to the chairman of the full committee 
on appropriations in which I enclosed a great deal of information com- 
piled and sent to me by the highway research council of Washington 
through its secretary-manager—this is the State of W ashington. 
Naturally he would write to me on this. 

The data referred to the problems and importance of the Bureau of 
Motor Carriers in the Interstate Commerce Commission ‘“‘A reading 
of the material,’ I said to Senator Hayden, “demonstrates the fol- 
lowing points: 

The Bureau of Motor Carriers is the only Federal agency which has super- 
visory trucks and buses on our highways. 

2. The record supports the conclusion that safety programs followed by fleet 
operators definitely reduce accidents. 

3. The field staff of safety inspectors is pitifully weak due to successive reduc- 
tions in appropriations. 

!. The Federal Government has exclusive jurisdiction in the interstate trans- 
portation field and should provide leadership through the Bureau of Motor 
Carriers, particularly as concerns safety features. 

Che highway research council of Washington State believes that the Bureau of 
Motor Carriers for safety should have an appropriation of at least $2% million as 
compared to about $600,000 at present. 


! understand that the House did give you some extra amount? 

Mr. Ham. That is right. 

Senator Maanuson. I suppose it is somewhat between those two 
figures. What did you ask for in the House and how much did you 
get? 

Mr. Hamma. Under the President’s budget we asked for 28 safety 
inspectors; that is what I think this is about. 

Senator MaGnuson. Yes. 

Mr. Hama. And the House granted that. 
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Senator Maanuson. This is mainly for truckers and those who 
operate? 

Mr. Hamm. Yes. We have 21 now and we have had for several] 
vears, and that has been increased by this House bill to 28. 


TOTAL EMPLOYEES 


Senator MaGnuson. How many employees do you have. alto- 
gether in the Bureau of Motor Carriers, 565? 

Mr. Hamm. That is it approximately. In 1955, it was 582. 

Senator Maanuson. In the years past, I am informed the Bureau 
had 1,370 emplovees but has gone down consistently from that time 
due to an organizational change in the Commission setup so that 
there are approximately 220 employees that have been transferred out 
of the Bureau but are Yat working, at least in part, on motor carrier 
regulations? 

Mr. Hamm. That is right. 

Senator Macnuson. What are they doing; something else, too? 

Mr. Hamm. They transferred out of the Bureau of Motor Carriers: 
they had, for instance, a separate section of traffic in the Motor 
Carriers Bureau and that was consolidated with the other Bureau of 
Traffic. They transferred their Law and Enforcement Section out of 
the Bureau of Motor Carriers. 

Senator MaGnuson. And you only have now 21 inspectors? 

Mr. Hamm. Safety inspectors. 

Senator MaGnuson. For the whole country? 

Mr. Hamm. That is right. 

Senator MaGnuson. Is that all you need? 

Mr. Mircuewy. Certainly not. We have advocated more. 

Mr. Hamm. Actually, Senator, 21 safety inspectors and it is a very 
small number to cover this country, as you can imagine, because there 
are 21,000 certificated carriers and I do not know how many trucks 
running on the roads and 21 inspectors operating for the Interstate 
Commerce Commission. 

However, we do have what we call supervisors, motor carrier super- 
visors, and they devote, in addition to their other work, they devote 
about 25 pet rcent of their time to safety work. So, running it up in 
man-vyears, it is a little more. 

Senator MaGnuson. People who are interested claim this: They 
say it has greatly increased the number of violations to the growth and 
development of the industry. They claim the growth and develop- 
ment has been somewhat hampered by a failure to obtain prompt 
attention by the Commission on mergers, extension of operations, and 
so forth. 

Three, that it is probably false economy for the Commission’s 
small staff and leads to many unnecessary and costly proceedings. 

Four, it attempts to solve the Commission’s administrative short- 
comings by legislation, for example. 

We have the time lag bill in front of us now which caused that 
situation. In other words, some of us might feel that we would not 
have the time lag bill if this work could be done promptly. 

Mr. Hamm. That is right. 

Senator MaGanuson. Highway safety has been affected because of 
the cuts in the Bureau safety personnel. The last, apparently, is a 
legitimate suggestion, since you only have 21. 





Ito- 


Cau 
ime 
hat 
out 
rier 


Fery 
ere 
icks 
tate 


per- 
vote 
p in 


hey 
and 
lop- 
mpt 
and 


on’s 


lort- 


that 
not 


e of 
is a 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 325 


\fr. Hamm. That is right; that is the whole motor-carrier problem 
that you have just been talking about, I think. 

Senator MaGnuson. Here is what I mean. Here is your number 
of motor-carrier employees that from 1941 has gone all the way down 
to here. 

Here is the growth of the trucking industry. 

\lr. Hama. Yes. There is a need for more personnel to do a better 
policing job but there is an improvement in the industry itself, and 
there should be. 

Senator MaGnuson. Well, I think that is true that probably they 
are more efficient. 

Senator Ropertson. Does it involve a cut made by the House? 

Senator MaGnuson. No. 

Senator Rospertson. The House approved the budget estimate. 
The Interstate Commerce Commission did not ask any restoration? 

\lfr. Hama. No, sir. 

Senator RopertTson. Our problem now is as to whether we should 
bring up the number employed in this work to meet the increasing 
demand of the motor-carrier industry or need to supervise the 
operations. 

ENFORCEMENT BY INJUNCTION 


\ir. Mircueii. Let me say to the Senator that, as far as I am 
concerned, we need more safety inspectors but | think you must also 
realize how big this problem is, and in my judgment there is a bill 
that has been introduced, | am not sure about the Senate, that will 
give to each individual motor operator the right to go into court and 
secure an injunction against someone that invades his territory; that 
is the only way that there can be proper enforcement of the Motor 
Carrier Act because for us to do it takes too long. But if some 
trucker invades my territory and I am a trucker, I can go into court 
and ask for an injunction prohibiting him from invading my territory 
and | ean get action within a reasonable time. 


NUMBER OF SAFETY INSPECTORS 


Senator Ropertson. What about the safety that the chairmaa 
mentioned? 

\Ir. Mircnuett. We must have more men to do that, sir. 

\ir. Ham. That is an educational job which they try to do among 
the carriers. 

Senator MaGgnuson. They have 21 for the whole country. 

Senator Ropgerrson. How many should we have? 

\Ir. Mircuety. You are asking a hard question. If it was double, 
it would help a great deal. 

Senator MaGnuson. The Common Carrier Conference, which ought 
to know a little bit about this problem like you do; they suggest in a 
resolution that you have at least 50 additional safety inspectors. 

Mr. Hamm. Yes. 

Mr. Mirenenu. I go along with that. 

Mr. Hamm. Last year they recommended that there be 112 safety 
inspectors in the Commission. 

Senator Ropertson. How many do you have now? 

Mr. Hama. Twenty-one. 
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Senator Magnuson. Twenty-one for the whole country. 

Senator Rospertson. If they had 50 more, what would that cost? 

Mr. Hamm. Well, I would say about $5,000 a year for each addi- 
tional one. 

Did you say 50 more? 

Senator Ropertson. Fifty more. 

Senator MaGnuson. About $300,000? 

Mr. Hamm. Then, again, we could not put them on as a practical 
matter in this fiscal year. I think we would have difficulty hiring 
50 men in a short time. Actually, there are no eligibles right now 
under civil-service registers. 

Senator Ropertrson. How long would it take you to get eligibles 
and if we want this work increased that you recommend, how much 
should the Senate add for that purpose, considering all the factors 
involved, the time it would take to get the men, and so forth? 

Mr. Mircueuu. I think if you doubled the number, added 21, it 
would help, but we need many more safety inspectors than that; at 
least 100-—— 

Mr. Hamm. It would bring us up to 50. 

Senator MaGnuson. You would have a better pool as this indusiry 
is growing to draw on, would you not? You would have some trained 
people? 

Mr. Hamm. That is right. 

Senator Rospertrson. Would that mean doubling of vour expense? 

Senator Magnuson. Twenty-one would be about $150,000? 

Mr. MircHeuyu. $50,000? 

Senator MaGgnuson. $150,000. 

Mr. Hamm. $150,000, and then we would have to add some clerical 
help. 

Senator Maanuson. Oh, yes. 

Mr. Mrrcwey. Supervisors. 

Mr. Hamm. Some travel money. 

Senator MaGgnuson. You would have to have more supervisors. 

Mr. Hamm. I suppose it would be about $200,000. 

Senator MaGanuson. Why do you not do this: May the chairman 
suggest that vou figure out what 21 additional would be? 

Mr. Hamm. All right. 

Senator MaGcnuson. And submit to us that figure. 

Mr. Hamm. Covering all the costs? 

Senator MAGNuSON. Yes. 

Mr. Hamm. And the hiring of them. That is something that con- 
cerns me as to when we can put them on. There is no sense putting 
out the money if you cannot hire them. 

Senator Magnuson. That is right. 

Now, what about in the rate and traffic division? You have only 
29 people in there, have you not? 

Mr. Hamm. Motor carriers? 

Senator Macnuson. Rates and traffic. 

Mr. Hamm. No, in rates and tariffs, that is one separate bureau. 
You must be looking at the administration of the Motor Carrier 
Bureau. 

Senator Maanuson. Administration of motor carrier regulation. 

Mr. Hamm. That does not deal with tariffs. That is the office 
group, administration in the Motor Carrier Bureau. 
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Senator MaGcnuson. How much in the rate group? 

\ir. Hamm. In rates and tariffs we have—— 

Senator Magnuson. Pardon me, I am wrong. ‘There was a sug- 
sested cut of 29 people in the rates and tariffs from over last year? 
~ Mr. Hamm. No; I do not believe so. 

Mr. Mrrenetyt. Mr. Hamm, how many men have we? 

Senator MaGnuson. The House gave you six more. Is six enough 
in that division? 

TARIFF EXAMINATION 


Mr. Hamm. The additional men we were asking for in there was 
for tariff examination. The Commission is required to examine each 
tariff that is filed with it and we get them at the rate of about 85,000 
motor-carrier tariffs a year and about 60,000 rail tariffs filed a year 
with the Commission. 

Actually, in pages, that must run into about 700,000 pages because 
come tariffs might have several hundred pages to them. 


COST OF COAL AND STEEL SHIPPING 


Senator Rospertson. Mr. Chairman, while we are talking about 
rates and tariffs, I would like to ask one of these witnesses this ques- 
tion: Does it cost more to ship 50 tons of coal from Virginia to Pitts- 
burgh than it does to ship 50 tons of steel from Pittsburgh to Virginia? 

Mr. Mireneci. Mr. Cox, did you hear the question? 

Senator MaGgnuson. He wants to know why it costs more to ship. 

Senator Ronpertrson. Why does it cost more to ship from Virginia 
north than it does from the north to Virginia? 

Mr. Cox. Iam not sure. I suppose that would depend on cireum- 
stances. Where there is a large volume of movement in one direction, 
the rates are usually lower than in the opposite direction where the 
movement is not as large. 

Senator Rosertrson. It takes two tons of coal to make a ton of 
steel, so it would seem that it would be cheaper, but I do not under- 
stand that that is the case. 

Mr. Cox. I am not sure. 

Senator Ropertrson. Who is studying that and who is going to let 
me know what the facts are? 

Mr. Cox. | will be glad to check it. 

Mr. Mircne tu. I might state to you, Senator, that there have been 
some terrific cuts in coal rates in the last 6 months. 

Senator Rosrertrson. I know that they were not moving the coal. 
Mavbe they will have to cut the rates a little to move it. 1 would 
like for this record to show because some of my coal people say one 
thing and some of my railroad friends say another. 1 would like to 
have an official report. 

Mr. Mircue.t. We will be glad to give you the information. 

Senator Rosertson. Include in that a memorandum that we can 
look at, a general picture as to whether or not the South on the whole 
has to pay more to ship its products north than the North pays to 
ship to us. I know the time when they did, and I would like to know 
the present situation. 

Senator Maanuson. Just do not include the South alone in that. 
Do not leave the West out of that. 
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Senator Ropertson. If the West has any complaint, they ought 
to ask for the same thing. 

Senator Magnuson. | think there is a common feeling throughout 
the West and the South which resulted in a lot of cases before vou 
Commission—lawsuits—and there is a common feeling that the rates 
have been discriminatory to the growth of the South and the West. 

There are several instances that I could point out here. For in- 
stance, I would like to know why shipping something out of Chicag 
to Seattle to Alaska costs more money than shipping it from Chicago 
to Oakland to Hawaii. 

You have a case up there. There are 492 railroads that are defend- 
ants, but I suppose I could ask. I do not know what the Commission 
is doin gin constantly reviewing and revising these rates. You can 
do it on your own initiative, vou can not? 


RATE CASES PENDING 


Mr. Mircnentn. Oh, ves. Let me say that we have several com- 
plaints now pending involving rates from the South to the a 
and the North to the South, and they are very complicated and we 
are starting a hearing on one, I think about the 25th of M: av. But 
let me say this to the Senator also, that vour southern railroads 
have made more money and have been more prosperous in the last 
4 vears than have the northern railroads. 

Senator Ropertson. We did not have as much watered stock in 
our railroads. 

Mr. Mircueuu. I am not talking about the watered stock. You 
look up the earnings of what vour railroads have been doing, such 
as the Southern and the Atlantic Coast Line and the Seaboard and 
Missouri-Pacific are doing. 

Senator Rospertson. Whether a railroad is managed as well 
the Norfolk & Western, I do not know. 

Mr. Mircuetyi. You know who manages the Norfolk & Western, 
It is owned by the Pennsylvania Railroad. 

Senator Ropertson. As long as they pay 10 percent dividends, 
thev let them alone. 

Mr. Mircneuy. The Norfolk & Western’s main commodity is coal. 

Senator Ropertson. That is true. 

Mr. Mrreneiyt. The Chesapeake & Ohio had 51 percent of their 
revenue last year from coal. 

Senator Ropertson. The coal people say that they pay too much 
to ship coal north as compared to what it costs to bring a product 
made from coal south. 

You could give me just offhand a general impression if it is not true 
that in the past freight rates have been discriminatory against the 
South in a general way. 

Mr. Mrrcnetyu. I cannot answer that. Let me say this, that the 
shipper of any commodity thinks his rate is too high and the others 
are too low. 

| come from the West and we feel that way about our corn and live- 
stock and other commodities. 

Senator Ropertson. There was a time when we produced a con- 
siderable amount of pig iron. Before that happened we were at a 
great disadvantage in shipping pig iron north. Then we used to ship 
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a lot of railroad timber and the freight weight went up so high on that 
that it was practically eliminated. 

| would like for vou to explain it. 

Mr. Mrrenety. There is quite a movement of lumber now from 
the South to the North, at least I understand that is the case. 

Senator Rosertson. | do not think so much lumber is involved; 
pine is going mostly into pulp. It comes back in pulp. We get most 
of our lumber from the West. 

| think it would be helpful to try to clear up, as far as you are able, 
to give us the information. I recognize that it is not just any open- 
and-shut proposition. There may be conflicting mterests and maybe 

he North thinks they are paying in some instances too much. 

‘here is a general impression, at least I have had it, that for many 
vears the South was discriminated against as compared with the North 
and | would like to have some definite information. 

\Ir. Mrreneci. We will be glad to furnish you as definite informa- 
tion as we can, 

Senator Ropertrson. You understand I am not criticizing you. 

Mr. Mirenevi. I know that and I know what you are confronted 
with but [ am impressed with the fact that that is the feeling of most 
every section of the country. 

New England, they are moving to the South. They have lost 
terrific amounts of manufacturing institutions and of traffie and their 
railroads and trucks have been suffering severely from the loss of 
traffic. 

Senator Ropertrson. Well, I know New England was way ahead of 
us for many vears and as one Confederate said, we had rich land in the 
South and in New England they had nothing but rocks to sit on, and 
they sat on them and thought ahead of us. 


TRAVEL-EXPENSE ALLOWANCE 


Senator MaGnuson. I wish also in that item for the 21 that you 
would take another look at the so-called travel-expense allowance. 

Mir. Ham. Yes. 

Senator MaGnuson. Because there have been several complaints 
that these people do not seem to have enough to do the kind of job 
~ ought to be doing and for the small amount of travel allowance, 

e sure Ly ought to give them enough to do that kind of job. 

\ir. Ham. Yes. 

Senator Maanuson. Because I think you will all agree that the 
violations are rising, they are not cong down. 

Mr. Hamm. Yes, sir. 

Mr. Mrrcenecy. Violations of what? 

Senator MaGnuson. Travel allowance of these inspectors. There 
has been suggestion that they do not have enough travel allowance to 
get around and do the job they can do and with the small amount 
that is involved in that, I should think we should not skimp on it. 

Mir. Hamm. Make it 22 inspectors to bring it to 50. 

Mr. Mircnen.. | am hopeful that you will give the individual 
carrier the right to ask for injunction in case his territory is invaded 
by another carrier, and I am hopeful the general counsel of the ATA 
who is present here today will push it, because I think that will do 
more than anything we can do to enforce the act. 
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Senator MaGnuson. I suppose the main purpose of that would he 
to clear up the terrific backlog of cases that you have? 

Mr. Mirrcuenu. It is more than that. A man invades my territory 
and that is quite common. He has to come through the Commission 
and that takes time. If he could go to the court and get an injunction 
forbidding that carrier to invade his territory, it would be helpful and 
would expedite matters. 

BACKLOG 


Senator Maagnuson. Is your backlog increasing down there? 

Mr. Hamm. On casework? 

Senator MaGnuson. Yes. 

Mr. Hamm. No, it is coming down slowly. 

Mr. MircHe.u. Senator, we are up as far as formal cases are con- 
cerned but in our Motor Carrier Bureau, we are not up and our back- 
log is entirely too large, we must do something to bring it up. 

Senator Rosnertson. Mr. Chairman, on the subject of legislation, 
what do you think of legislation to enable the railroads who are losing 
business because the rates are too high to put into effect, pending your 
final order, a reduction in rates? 

Why, if they want to give us a little reduction in rate, would they 
wait for 2 vears or 3 years until vou get to hearing all the facts? 

Mr. Mircue.yi. | can only speak for myself, not for the Commission. 

The Commission is composed of 11 men and they only speak 
through a majority. I do not know whether you are referring to 
something now that has been referred to as the Cabinet Committee 
report or not. 

Senator Roprrrson. Yes; I am. 

Mr. Mirenecy. Well, 1 have my own views. We will submit a 
report on behalf of the Commission as soon as we have the study 
made. I would rather not give my views until that time. 

Senator MaGnuson. Were you consulted before the report was made? 

Mr. Mirceueiy. We were not. 

Senator MaGnuson. You were not? 

Mr. Mireneuy. I am talking now of the Commission which was 
not consulted. 

Senator MaGcnuson. The Commission. There might have been 
some individual conversations? 

Mr. Mirrcenetyi. That is right, but the Commission was not. 

Senator MaGnuson. We have that report. I say ‘we,’ this com- 
mittee, because I have two hats here today, but we have that report 
which was introduced by me by request. 

Senator Rorertson. In any event your Commission wouldn’t base 
its decision of the ground of pride, would they? 

Mr. Mircuevtit. You mean on the Cabinet Committee report? 

Senator Maanuson. We are going to ask the Interstate Commerce 
Commission. 

Mr. Mircuetu. I am sure we will not, Senator. 


TRANSPORTATION POLICY RECOMMENDATIONS 


Senator Maanuson. Now, I want to ask something else about 
personnel. This report was supposed to be up here months and weeks 
ago. What happened down below to it I do not know, but we would 
get word that it was coming up, the recommendations. 
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Mr. Mircnevi. What gas 
— Maanvuson. The Cabinet report on transportation policy. 
, finally, it does come up here with the legislative recommenda- 
tions ; alia h are primarily not an omnibus bill ‘but primarily amend- 
ments to the Interstate Commerce Commission Act to carry out these 
recommendations which are now before the Senate. But the matter 
is so big and so complex, involving a complete change in transporta- 
tion policy with respect to the railroads because they are the biggest 
segment of our transportation, tonnagewise, that we are going to 
have to take a lot of time to look at it and I think we are going to 
place quite a burden on the Interstate Commerce Commission when 
we ask you for your recommendation. 
do hope that in that particular case, if it is a question of some 
extra personnel to do this very important job, that we would be 
apprised of that fact because it is going to be a big job. It is highly 
controversial, it involves all segments of our transportation, which is 
about 21 percent of our whole gross national output. 

Mr. Hamm. It is a big job. 

Senator MaGnuson. It is a big job, and we are going to ask you 
for your recommendation. 

Senator Ropertson. You will recall that I wrote vou as chairman 
of the Interstate and Foreign Commerce Committee that this pro- 
eram was so big that we could not complete action during this session 
and that I would like for you to pull out that one part, that one reeom- 
mendation, to be given the privilege of reducing their rates prior to 
the final order. 

There certainly would not be any refund involved if you say, ““You 
have not charged enough.” All you could do is make them come 
back up. 

Senator Maanuson. That suggestion is before us if we pull out 
2or 3 of the suggestions made in the report and go ahead with 
them. But having talked to the chairman of the House committee 
no later than last evening, | am afraid that we are not going to get 
any legislative action on any part of it in this session, 

| would like to hear from the Commission. 

Mr. Mrrcnevi. We will be glad to furnish you the information. 

Senator MaGnuson. That is a big job. 

Mr. Mirene cy. It is. We will undertake to do the best we can. 
Krom my own point of view, I suppose I should not make this state- 
ment, I do not consider this a solid matter, a package matter. 

I cannot see why what is recommended cannot be considered 
separately in separate bills without the whole matter being considered 
at one time. I think there are many good recommendations in that 
report. 

Senator Maanuson. Some good and some otherwise. 

Mr. Mrrcueti. And some that I have serious doubt about. But 
to say that you have to approve the whole package, I do not think 
that is what we should do. 

Senator Ropertson. I fully agree with you. 

Senator Magnuson. And that is the w ay | introduced the bill, as a 
series of separate amendments to the Interstate Commerce Com- 
mission Act which can be considered individually and separately, 
but they all involve the whole general problem that if you start to 
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pull one out now and quickly go at that, it may have an effect on the 
rest down below. 

Mr. MircHe.u. Senator, my views on regulation are not agreed to 
by many. I have stated them publicly, and I do not bind the Com- 
mission; I speak’ only as an individual. 

I think there should be changes made in regulation. I think jt 
ought to be brought up to date that there has been a complete change 
in transportation and the regulatory laws ought to be brought up so 
that they cover the changed ‘conditions. 

To day we have a highly competitive transportation problem where 
vesterday we had a monopoly. 

I call your attention, as far as trucking is concerned, I have not got 
the accurate figures here, but I think only about one-fourth of the 
trucks operating upon the highways of the Nation are subject to 
regulation by the Commission other than to some safety matters, the 
exempt carrier, private carrier. 

Those are matters that must be considered. 

Senator Maanuson. And the so-called “gyppos’’? 

Mr. Mircnexi. The so-called ‘“‘gyppos,’”’ and we have plenty of 
them. 

Senator MaaGnuson. In a general way, let me ask vou about this 
bee ‘ause this again, and I do not want to intrude on Senator Robert- 
son’s time, | have reference to the trip-lease bill. 

Am I correct in the impression that the number of so-called, for want 
of a better name, “gyppos” is increasing? 

Mr. Mircue.y. Well, it would be just a guess on my part. 

Senator Maanuson. I understand it would be your personal gucss. 

Mr. Mircuetu. I think they are, but the number of exempt car- 
riers are increasing very rapidly. The number of the private carriers 
are increasing very rapidly, and they are infringing upon the common 
carrier who is in my judgment the important e Jement in transportation. 

Senator Maanuson. We are going to hear later from the trucking 
associations who will probably get some more figures on that. 


RECORDS SURVEY 


I have another question here which was submitted to me. 

We have in our record here certain reports from GSA having to do 
with certain surveys being made of Government records. One of these 
surveys has been applied to the Interstate Commerce Commission and 
the question was, What has been done in that field in the past year 
down there? 

Mr. Hamm. They started in January with us and we are working 
along with them. We have approved some actions that they have 
recommended and, according to the figures that we can get out of it, 
this is a pretty complex thing when we get into some of these pro- 
cedures and try to revise them. 

Senator Maanuson. They were up here a week ago for their appro- 
priation and part of their appropriation was the continuation of this 
whole thing of trying to put these records together, and, of course, the 
Interstate Commerce Commission is the recipient of probably as many 
as any commission in the Government, or twice as many, I would 
think. 
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Mr. Hamm. So far, we are saving a good deal of space and equip- 
ment through their recommendations. Actually, I think, in dollars 
we might put it down as around $53,000_for the Government. How- 
ever, there is no budgetary saving for the Interstate Commerce Com- 
mission. 

Senator MaGnuson. Trying the central storage system, too? 

Mr. Hamm. Moving out of the Interstate Commerce Commission 
Building and moving it to GSA record centers, disposing of some 
records, moving, and saving space. 

Mr. Mircuetu. [ again want to give my personal views. 

| think that is a fine project and I think they are doing a lot of good 
and the project should be carried on. 


REORGANIZATION PLAN 


Senator MaGnuson. Do you have any — to consolidate the 
water carriers, freight forwarders, and motor carriers? 

\lr. Ham. I guess there is nothing weailabie now, is there? 

\ir. Mircnetrt. There is a plan of reorganization now before the 
Commission that has been before the Commission for some time. 
There is some disagreement in regard to it. 

Senator MaGNnuson. Yes; there is a lot of disagreement. 

\fr. Mrrcuety. I have told you, Senator, that the Commission, 
before it adopted it, would submit it to your committee. 

As to water carriers, Senator, and again, I should not make this 
statement, do you know that we regulate less than 5 percent of the 
water carriers of the Nation? 

Our operation is a very small one. Again, it is the exempt carrier. 

Senator Ropertson. There have not been any requests to us that 
we increase your appropriation to regulate them. 

Mr. Mrrenety. Well, I have heard some complaints by some of the 
members of their organization. I think they are very unjust because 
[ think we are doing a fine job on a small volume of work. 

Senator Maanuson. Of course you know these people in maritime 
business, they are pretty independent and they believe that they 
are doing the whole thing and they want to keep separate if they can. 

Mr. Mircuet.. I realize that and there are other elements of the 
various part of the country. 

Senator MaGgnuson. Anyway, Mr. Chairman, are we to understand 
that if and when that plan should assume some shape that we would 
all take a look at it. 

Mr. Mircueuyi. That is my understanding and I so informed the 
Commission. I am hopeful that that will not be too long from now. 


CONSOLIDATION OF APPROPRIATION ITEMS 


Senator MaGnuson. Now I have also here a long letter, again 
referring to consolidations, from the railway brotherhoods, and I 
want to read it and see if you can put an answer in the record. It 
reads as follows: 

No doubt you will recall the controversy concerning the appropriation of the 

erstate Commerce Commission which arose out of House action last year on 

1663, Report No, 237, the House-passed bill in the 83d Congress. The 


me controversy is continued in the present House-passed bill, H. R. 5240, 
> port No. 304. 
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There seems to be no question that the ICC is still intent upon merging the 
motive inspection work, maintained in a separate statute, the Locomotive Inspec 
tion Act of 1911, with the other safety functions of the Cominission. During 
83d Congress, legislation to this effect, namely, S. 3059, was introduced to bring 
about such a change. This legis'ation never saw the light of day due to the strong 
opposition engendered by it. The present proposal contained in H. R. 5240 differs 
but slightly from the House action of a yearago. A strong Bureau of Locomotiy 
Inspection needs to be maintained separately as it bas been since 1911, under a 
director appointed by the President from anong its skilled force of 55 inspector 
who, by their years of service, experience and know-how are career men dedicated 
to their tasks. 

Polities, as such, should have nothing to do with their employment, service 
promotion. The functioning of the Bureau of Locomotive Inspection since 19] 
is the best proof I can offer as to its successful operation. It is hoped that you : 
your colleagues on the committee will again reject the action of the House. Thy 
same reasons which impelled vour action of last year are equally valid today. [ 
is with this thought that we renew our plea stated in 1954, that the appropriat i: 
of the ICC be allocated as heretofore under three separate headings: Ger 
expenses, locomotive inspection, railway safety. 


Do you have anything to say to that? 
INSPECTION RECORD 


Mr. Hamm. There has not been any harm to the inspection record 
of the Commission. In fact it has improved in the last year and they 
have not been hurt in any way. It would facilitate the operation of 
the Commission considerably at the administrative level to have this 
in one appropriation. There is a limitation in the House bill anyway. 

Senator MaGanuson. The House took everything and put it in one 
lump appropriation? 

Mr. Hama. And there is a limitation in the House bill that the same 
amount of money be spent on railroad inspection and railroad safety 
as there was last year. So there is no possibility of hurt to either of 
the programs. 

Senator MaGnuson. Why do you think these people are so strong 
in opposition to it? 

Mr. Hamm. I think it is traditional. 

Senator Magnuson. What would be their fears, that you are 
putting this into something else? 

Mr. Hamm. I think what they suspect is that we might take { 
money and use it in some other operation of the Commission. 

Senator MaGnuson. But you assure us right here and now that 
vou have no intent of doing that? 

Mr. Hamm. We have no such intent. We would like, with certain 
personnel, to make their use more effective, make more inspections 
by using the same personnel to inspect various types of appliances or 
locomotives, interchange their work. 

You see, we have instances where in 1 railroad yard in 1 day or 2 
days even, 1 inspector would go in and inspect the train for safet) 
appliances and on the following day, or the same day, another inspec- 
tor would come in and inspect the locomotive. 


EFFECT OF SHIFT TO DIESELS 


Senator Rosertson. Has the shift to diesels had any bearing on 
this problem? 

Mr. Hamm. It seems to me it has a great bearing on the thing. 
At one time there were about 70,000 steam locomotives and today there 
are less than 12,000. 
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The original act of 1911 was for a boiler inspection. 

Senator Ropertson. Is the general trand of diesels that they are 
less likely to go wrong than the steam engine. 

Mr. Hamm. Ithinkso. Itissucha complicated piece of machinery 
anyway. There is no boiler that is going to explode and cause an 
explosion. I can see the reason for the earlier inspection program be- 
eause they did have many accidents with the steam locomotives but 
when there are less than 12,000 of them today, it does not seem to me 
there is the need for that same type of inspection of boilers that there 
was in 1911. 

Senator Ropertson. | thought that was one of the major things. 

Mr. Mircnecyi. That is the major thing. The old locomotive had 
the boiler and the question of keeping the water up and the boiler in 
shape was the big thing. 

\ow we have a diesel and I am no expert on this, but | understand 
it has a small boiler. 

Mr. Hamm. Almost like a household-type boiler. On the diesel it 
is for heating purposes mainly. ‘The rest of the equipment on the 
diesel is so complex and so electronically controlled with cutoffs and 
automatic cutoffs and red flashing lights and all kinds of safety devices 
that it is a safety appliance inspection more than it is a boiler inspec- 
tion now when you inspect a locomotive, the handrails and wheels and 
ceneral maintenance for safety which is more important now than the 
boiler inspection. 

Senator MaGnusoy. Of course, there has always been, I should 

v, the controversy between Government safety programs as to their 
inclusion within the agency tha: directs the program. We went 
through that with the CAB and the CAA. 

It is a little more dangerous situation but there has always been 
that controversy. It seems to me that unless you can show some 
kind of better efficiency or better oper ration that the designation as a 
separate agency in the Interstate Commerce Commission would not 
serve too much purpose. 

\ir. Hama. To have it separate? 

Senator MaGnusow. To have it separate. 

Mir. Hama. Well, it is no different than our motor-carrier safety 
inspection. There is actually no reason for it to be separate and set 
apart In any way. 

Senator Maavuson. I think for the record the House says, which 
you are not asking to have changed, ‘$1,684,000 shall be available for 
expenses necessary’ 

\lr. Hamm. Is that in the report? 

Senator Maanuson. No; in the bill. ‘To carry out railroad safety 
and locomotive inspection work.” 

\ir. Hamm. Yes, that is the same amount of money there was last 
year. 

Senator MaGnuson. That, I understand, is the same amount of 
money that vou had last year? 

Mr. Hamm. That is right. 

Senator Macnuson. That is spelled out in the bill? 

Mr. Hamm. That is right. It is restricted in there. They are pro- 
tected on that. But is does give us some facility of handling, it pro- 
tects the safety-inspection work and still gives us some possibility for 
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consolidation at the administrative level or clerical work. That js 
what we are interested in. 

Senator Ropgertrson. Mr. Chairman, if you will excuse me, I haye 
an appointment in my office and I have to leave. I promised friends 
in the Mississippi Valley to hear them in Public Works. 

You have Civil Service to follow this and I understand they have 
no request for restoration and the Federal Power Commission just has 
a language change. I would like to be here but apparently they will 
just give their justifications and they are not asking for any more 
money. 

Senator MaGnuson. We will go on this afternoon and try and 
finish this. 

Senator Rosertson. I would like to hear these other agencies. 

Senator MaGnuson. I have a letter here which involves this con- 
solidation which the Senator from Mississippi, Senator Stennis, asked 
me to inquire about. The letter comes from the Mississippi Public 
Service Commission. They said information reached them that 
another office of the Interstate Commerce Commission, dealing with 
trucklines may be abolished. This is the office in Nashville, Tenn. 

Mr. Hamm. No, sir; there is no intent of doing that. 

Senator MaGnuson. They point out the serious consequences that 
would happen if that occurred. 

Mr. Hamm. There is no intent to do that. It has gotten around 
somehow that offices are going to be closed. 

Mr. Mircnett. Mr. Hamm. It is contemplated to change the 
office? The office would not be closed. 

Mr. Hama. Under the proposal the office might not continue as a 
district office, it might be a regional office or some other title but th: 
office will still be there. 

(The following letter was later submitted: ) 

INTERSTATE COMMERCE ComMMIsSION, 
Washington 25, D. C., May 19, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington 25, D. C. 

DrAR SENATOR MaAGNuson: This is to provide you with information concerning 
our motor-carrier office at Nashville, Tenn. You referred a letter to me on this 
subject addressed to Senator Stennis by Mr. Ike 8S. Sanford, commissioner, 
Mississippi Public Service Commission. 

Mr. Sanford states that a reorganization plan now being considered by this 
commission contemplates eliminating the position of district director in Nashville, 


Tenn., and transferring the functions of this position in part to Atlanta, Ga., and 
in part to Fort Worth, Tex. 

Our greatest need in regulating motor carriers in the field is for distriet super- 
visors and safety inspectors. The position of district director, which is the 
position to which Mr. Sanford refers, is that of a supervisor of district supervisors 
and safety inspectors. 

Careful study and evaluation of the needs of the motor-carrier field program 
demonstrates that our plan to eliminate the supervisory district director positior 
at Nashville will not decrease the effectiveness of our motor-carrier operations i! 
this area, which includes the State of Mississippi, nor will it decrease our ability 
to regulate motor carriers in the area. On the contrary, this plan is specifical| 
for the purpose of achieving better regulation of motor carriers by eliminating 
nonessential ‘‘supervisory’”’ positions in order to establish additional ‘worker’ 
positions, wherever this is possible. I feel sure that the State of Mississipp 
will benefit by this move, should the particular reorganization plan in questio! 
receive approval, 

Thank vou for permitting me to explain this matterto you. Please let me know 
if I ean be of further assistance. Mr. Sanford’s letter is returned herewith. 

Very truly yours, 
E. F. Hamm, Jr., 
Managing Director. 
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Senator MaGnuson. | have no further questions. Unless you have 
something further, Mr. Mitchell? 

Mr. Mrrcnevi. We have nothing further. 

Senator MaGnuson. We appreciate your coming here. I was sorry 
io keep you waiting. 

We will leave the record open for a few days in case you want to 
make changes or add figures. 

\ir. Hamm. We will give you the cost on the 22 safety inspectors. 

Senator Maanuson. Yes. 

Mr. Mircue ty. Thank vou, Senator. 

(The following information was later submitted :) 


INTERSTATE COMMERCE COMMISSION, 
Washington, May 28, 1955. 
Hon. WARREN G. MaGnuson, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation, 
United States Senate, Washington 25, D. C. 

Dear Senator Macnuson: This is in response to your inquiry on May 17 at 
the Interstate Commerce Commission appropriation hearing before your sub- 
committee concerning the additional amount needed over the $11,975,000 included 
in H. R. 5240 for this Commission, in order to appoint 22 additional safety 
inspectors for the Bureau of Motor Carriers. 

We believe that the additional 22 safety inspectors, in grade GS-9, could be 
appointed by September 1, 1955. The appointment of 22 additional safety 
inspectors would produce requirement for 14 additional clerk-stenographers, 
travel funds for 150 days per inspector, 22 additional passenger automobiles, 
and other equipment such as brief cases, cameras, and portable typewriters. 

Che cost during the fiscal vear 1956 for the foregoing items would be $202,137. 
However, during the following fiscal vear, that is 1957, the cost would be about 
$197,384. The difference is due to purchase of equipment during 1956 which 
would not be repeated during 1957 as offset by the increased cost of full year 
employment of inspectors and clerks in 1957 as against only 10 months in 1956. 

In response to your question concerning the current allowance for travel 
expenses for the Bureau of Motor Carriers’ field force, I am advised that the 
present field force needs a total of $80,000 for travel to provide the proper super- 
vision. This is $21,000 more than is included in the House bill. 

In order to make the foregoing adjustments effective, the language of H. R. 5240 
should be changed to increase the travel limitation from $573,000 to $623,700, 
or by $50,700, and that authority to purchase 22 additional automobiles should 
be provided by amending line 19 of the bill. 

There are attached twenty-five copies of changes showing by page and line 
numbers of H. R. 5240 which are required to give effect to the additional appro- 
priation suggested by your questions. 

Also attached is a memorandum addressed to me which was prepared by Ed- 
ward H. Cox, Director of the Bureau of Rates, Tariffs and Informal Cases con- 
cerning questions raised by Senator Robertson and yourself regarding rail rates 
between certain points in the United States and between the United States and 
its territories. 

With kindest regards, I remain, 

Sincerely yours, 
Ricuarp F. MircHeuu, Chairman, 


INTERSTATE COMMERCE COMMISSION 
SALARIES AND EXPENSES 
(Estimate $11,975,000; act, $11,975,000) 
(House hearings, pt. 1, p. 450) 
(P. 22, lines 19, 20 and 21) 
1) Page 22, line 19, strike out ‘‘twenty” and insert in lieu thereof the word 


forty-two”, an increase of twenty-two in the number of automobiles that may 
be purchased. 
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(2) Page 22, line 19, after the word ‘“‘vehicles’’, insert the following: ‘‘, of \ 
twenty s’ all be’. 

(3) Page 22, line 20, strike out “$573,000” and insert in lieu thereof ‘‘$623.700” 
an inerease of $50,700 over the limitation for travel. 

(4) Page 22, line 21, strike out $11,975,000” and insert in lieu thereof ‘812 - 
198,000”’—an increase of $223,000 in the appropriation. 


OrricE MEMoraNbDUM, UNrrep StTares GOVERNMENT 
May 20, 1955 
To: Chairman Mitchell 
From: Bureau of P.ates, Tariffs and Informal Ca:es. 
Subject: Questions regarding rates raised at the Senate hearing on the b 
on May LZ. 

I ha e had a check made of the rates that Senator P.obertson referred to at 
afore rentioned hearing. He asked why it costs more to ship a 50-ton ear of | 
from Virginia to Pittsbureh, Pa., than it does to ship a similar ouantity of ir 
steel from Pittsburgh to Vir inia. Our check of the tariffs re. eals that it doc 
cost mere to ship the coal than it does the iron or steel. 

The rate on coal from the Pocahontas district of Vir ‘inia to Pittsburgh is $4 
a net ton. The rate on iron or steel articles fron Pittsburgh to Lynchburg 
43 cents per 100 pounds or $8.60 a net ton. The charge: on a 50-ton shipment 
each would therefore be $221 on the coal and $430 on the iron or steel. 

1 mivht also add that e en though the 4?-cent rate on iron or steel is aby 
twice as hich as the eval rate in the opposite direction, it is a motor ecompetit 
rate which was part of a seneral adjustment in which the railroads reduced thei 
rates on iron and steel articles between points in Off cial territory for the purpos 
of meeting motor competition. The normal rate that would apply in the absence 
of the corpetitive rate is 61 cents per 100 pounds or $12.20 a net ton, plus a 
increase of 15 percent to be added to the freitht charges. 

Senator Robertson also referred to the matter of rate discrimination avainst 
the South that received widespread publicity several years ago and wanted to 
know the present situation. Chairman Magnuson asked that the situation w it 
respect to the West be also explained in any statement that is submitted. Thy 
Senators apparently had in mind the impression which was commonly held som 
years azo by many persons in the South and West that the rates applicable fro: 
producing points in those areas to the North were discriminatory against them 
compared with the rates which favored shippers in the North paid to the densel) 
populated consuming points in the North. The rate situation which gave ris: 
to that impression has been largely, if not entirely, corrected by the action of 
the Commission. 

The two proceedings prominently connected with widespread publicity re‘erre: 
to above are the so-called Southern Governors’ case and the class rate investiva- 
tion, 1°39. In the so-called Southern Governors’ case, State of Alabama vy. N 
York Central RR., the eicht Southeastern States attacked the railroad rates o1 
certain commodities, including stoves and various other manufactured metal 
articles, stone, canned seafood and vegetables, from points in those States to 
consumine points in the North as unlawful compared with rates on the sam 
commodities within the North. The Commission in its reports, 235 I. C. C 
and 237 I. C. C. 515, found that the rates on a number of these commodities fron 
the South to the North were unreasonable, unjustly discriminatory and undul 
prejudicial against the South and its shippers, and unduly preferential of t! 
North and its shippers. The Commission ordered the discrimination removed 
bv the establishment of rates on those commodities from the South to the Nort! 
which approximated, mile for mile, the rates maintained and applied on th 
same articles between points in the North. Such rates were established earl 
in 1940. No similar complaint relating to rates from the West was filed. 

To meet rapidly rising costs of operation of the railroads and supply needed 
revenues in the postwar periods, the Commission authorized the carriers to mak 
several general increases in their rates and charges. The need for such increased 
revenue was found to be greater in the North than in the remainder of the countr 
and as a result the greater increases within the North than in the South had the 
effect of placing the rates dealt with in the Southern Governors’ case higher within 
the North than from the South to the North. These changes were considered )) 
the Commission, upon petition of the railroads, in a report on reconsideratio! 
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led June 7, 1954 (292 T. C. C. 599). The Commission there made some revi- 
sions in its prior findings but did not disturb its findings insofar as they required 
elimination of discrimination against the South. 

{ later proceeding, which had far-reaching effect in bringing about uniformity 
frates in the South, West, and North, dealt with class rates. In that proceed- 
ng, Class Rate Investigation, 1939 (262 I. C. C. 447, 264 I. C. C. 41, 268 I. C. C. 
577, and 271 I. C. C. 213), the Commission prescribed a uniform scale of rail 
lass rates for application between all points in the United States east of the 
Rocky Mountains. The Commission at the same time required the railroads to 
promulgate and file a uniform freight classification for use in connection with 
such class rates, which accorded the same rating to each article throughout this 
ntire area. The prescribed uniform rates and classification became effective 

30, 1952, susperseding the old class rates and classifications which varied 
greatly in the South, West, and North. Since that date on all articles that move 
ratings in the uniform freight classification, the same class rate applies for like 
listanees within and between all places in the United States east of the Rocky 
\fountains, 

The railroads did not make subject to the uniform class rates certain com- 
modities, some of which move in substantial volume, on which they maintained 
ratings that were exceptions to the classification basis. The old class rates were 
ontinued in effect on these commodities in order to avoid disrupting too abruptly 

mmercial relationships until each situation could be examined carefully and 
ecause these rates were not involved in the issues in the class rate case. The 
Commission, however, admonished the carriers to reexamine their exceptions 
rates With a view to placing them on the uniform classification basis where there 
vas no legal justification for maintaining an exception basis. The carriers have 
been reviewing the exceptions ratings and have already canceled many, placing 
he rates on the uniform class basis. They are working on the balance and hold- 

¢ public hearings to determine just what should be done with the rates. 

lhe class rates between points-within and west of the Rocky Mountains and 

veen those points and points east of the mountains are now under investigation 

he Commission in 2 proceedings: Docket No. 80416, Class Rates, Moun- 
Peeifie Territory, and Docket No. 30660, Class Rates, Transcontinental 
1950. Extensive hearings have been held and others will be held in the 

re. In the meantime the Commission has requested the parties to submit 
riefs by May 16 and oral argument is scheduled before the entire Commission 

July 11 on the questions of whether the existing class rates are unlawful and 

ther an interim adjustment or basis of reasonable class rates should be pre- 

ibed. I understand that there is a considerable diversity of opinion among 
uportant shipper interests as to whether the present class rates are unlawful. 

\s to Chairman Magnuson’s reference to discrimination in the rates from 

izo to Seattle on traffie destined to Alaska as compared with the rates from 

ago to Oakland on traffic destined to Hawaii, the Commission has that very 

ion before it in a formal proceeding. A complaint was filed recently by the 

ral Services Administration raising the issue of discrimination. It has been 

ted as No. 31755, United States of America v. Great Northern Railway, et al., 
ut the case has not vet been set for hearing. The Commission will therefore be 
alled upon to determine the issue of discrimination in that proceeding. 

If the Senators desire any additional information with respect to any specific 
tuations, I will be glad to do what I can to obtain it. 

Cox, 


Senator MaGnuson. We will recess at this time until 2 o’clock. 
Whereupon, at 12 noon, the subcommittee recessed, to reconvene 
at 2 p. m. of the same day.) 
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AFTERNOON SESSION 


The subcommittee reconvened at 2 p. m., upon the expiration of the 


recess. 


FEDERAL POWER COMMISSION 


JEROME K. KUYKENDALL, CHAIRMAN; SEABORN L. DIGBY, VICE 


hear from the Federal Power Commission. 


CHAIRMAN; FREDERICK STUECK, COMMISSIONER; HENRY R, 
DOMERS, EXECUTIVE OFFICER; J. KAY LINDSAY, DIRECTOR OF 
ADMINISTRATION; EARL F. SECHREST, BUDGET OFFICER: 
WILLARD W. GATCHELL, GENERAL COUNSEL; FRANCIS L. ADAMS, 
CHIEF, BUREAU OF POWER; WILLIAM R. FARLEY, CHIEF, DIVI- 
SION OF LICENSED PROJECTS; CHARLES W. SMITH, CHIEF 
ACCOUNTANT; CARL T. KALLINA, ACTING CHIEF, BUREAU OF 
RATES AND GAS CERTIFICATES 


Senator MaGnuson. Let us come to order. At this time we will 


\\] 
il 


For purposes of the record, the appropriation in 1955 was $4,250,000 


The budget estimates were for $4,650,000 and the House allowed the 
full amount, which is a plus over 1955 of $400,000. 


JUSTIFICATION 


We will place in the record the answer of the Chairman of the Com- 


mission to me which was the justification of the amount. 


(The letter referred to follows: ) 


FEDERAL POWER COMMISSION 
Weshingtor 2} Apri \ 


Hon. W ARREN G MIAGNI SON, 


Chairman, Subcommittee in Charae of the 
Indene de t Offices Appropriation Bill, 1956, 
United States Senate, Wueaeshir glor ee, « 


DEAR SENATOR MaGNuson: This will acknowledge receipt of vo 


March 29, 1955, relative to the independent offices appropriation bill for t 
vear 1956. 


The total amount of $4,650,000 appro ed bv the Hou e for ‘Sala 


expenses, Federal Power Commission’’ 1956, is the exact amount reco 

in the budget as submitted by the President and is con-idered the 
essential for the Commission to carry out its statutory duties under the Feder 
power and natural gas acts. This is particularly true in siew of the fact 


large backlogs have accumulated in work relating to the licensing of non-Fe 


hydroelectric projects and gas-rate cases, and due to the enorn 
workload brought about by the Supreme Court’s deeision of June 


r;us I 


7. 1954 | 


decision (Phillips case) held that large numbers of individuals and corporat 
engaged in the production, gathering and sale of natural gas to interstate py 
companies are subject to the juri diction of the Commission 


The House, in passing the bill, inserted limitations on three categzor 


expenditures. However, with the exception of the project “Federal riy er 

ment’? the limitations are not explained in language which can be ace 
related to the Commission’s justifications by activities and, accordingly, we ar 
not certain of the full effect of such limitation Under one possible interpret 

the following reductions would resul 
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Original | 


imitat 
Limitation estimate 


Reduction 


Fors urveys and studies (including publications and maps 
lating to the electric power industry and for furnishing 
issistance and information relating to regulation and sur- 
veys thereof, not to exceed . $600, 000 $760, 478 $160, 478 
For surveys and studies (including publications and maps 
relating to the natural gas industry and for furnishing assist- 
ance and information relating to regulation and surveys 





thereof, not to exceed : 100, 000 140, 681 40, 681 

For investigations relating to Federal river development proj- 
ects, not to exceed 200, 000 351, 130 151, 130 
RUA: ncctanckeswaaasaunauds ead “ 900, 000 1, 252, 289 352, 289 


If the limitations imposed would effect reductions such as those described 
above, it is the considered opinion of the Commission that the limitations would 
seriously impair performance of many statutory functions in the manner directed 
by the Federal Power and Natural Gas Acts. Therefore, in the public interest, 

ich limitations should be removed. 

The Commission respectfully requests the following changes in H. R. 5240 as 
passed by the House: 

On page 9, line 12, after the word ‘‘individuals” delete the colon and insert a 
period in lieu thereof. 

Strike out, beginning with the word ‘“‘provided”’ on line 12, all language appear- 

¢ thereafter on page 9, and lines 1 and 2 on page 10. 

In view of the importance of having the above-mentioned limitations eliminated, 

is believed desirable that representatives of the Commission appear before 
your committee to present detailed facts as to the necessity therefor. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman. 


PREPARED STATEMENT 


Senator Magnuson. I understand, Mr. Chairman, that you have 
a statement which we can place in the record unless you wish to 
highlight it? 

Mr. KuykENDALL. It would not be necessary. 

Senator Maagnuson. We will put that in the record, then. 

The statement referred to follows :) 


GENERAL STATEMENT OF CHAIRMAN JEROME K., KUYKENDALL, FEDERAL POWER 
C’OMMISSION 


Mr. Chairman and members of the committee, I am Jerome K. Kuykendall, 


Chairman of the Federal Power Commission 

The estimates for fiscal 1956 as submitted in the President’s budget and ap- 
proved by the House total $4,650,000, or an inerease of $500,000 over the amount 
ippropriated in the basic act for the current vear, This is considered the mini- 
tun essential for the Commission to carry out its statutory duties under the 
Federal power, natural gas, and other related acts. This is particularly true in 

of the fact that large backlogs have accumulated in werk relating to the 

ensing of non-Federal hydroelectric projects and natural-gas rate cases, and 

jue to the enormous increase in workload brought about by the Supreme Court’s 

sion of June 7, 1954, in the Phillips case. That decision held that large num- 

ers of individuals and corporations engaged in the production, gathering, and 

sale of natural gas to interstate pipeline companies are subject to the jurisdiction 
e Commission. 

The backlog of license applications for construetion of non-Federal! 
electric projects has been growing each vear and would continue to grow i 
tional manpower were not made available. The new capacity in pending appli- 
ations grew from 4.4 million kilowatts at the close of fiscal 1952 to 8 million 

1953 and 11.6 million at the end of fiseal 1954. The fiscal 1956 estimates 


wy 


irry an inerease of approximately $143,500 for this activity. 
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There are 33 natural-gas pipeline rate cases under suspension at the pri 
time. This is exclusive of the work brought about by the Phillips decision. 
to the time of the Phillips decision, the Commission was charged with the reg 
tion of approximately 120 corporations engaged in interstate transportation a1 
sale of natural gas 

According to a recent survey more than 6,000 of the so-called independent pro- 
ducers sold natural gas to interstate pipeline companies in fiscal 1954, and it 
evident from information available that a very large portion of such producers 
are natural-gas companies within the meaning of that term in the Natural Cas 
Act. In addition, a tremendous increase in workload applicable to rate-schediile 
filings alone is indicated by the fact that as of April 1, 1955, there had been re- 
ceived about 10,000 rate schedule filings from some 2,000 independent producers 
Furthermore, a number of these filings involve rate-increase proposals which 
require field investigations and formal hearings. 

This activity accounts for $338,000 of the $500,000 increase for fiseal 195¢ 
that the two items just discussed account for practically all of the increas 
quested in the next fiscal year. 

The Congress has recently approved a supplemental appropriation for 
current fiscal vear of $100,000 which will permit the Commission to start reduy 
these backlogs and the additional funds in the bill for 1956 will enabl 
work to continue. 

It may be added that although our workload has increased steadily 
sometimes spectacularly—from 1949 to date, the Commission’s staff ha 
steadily been decreased. From the 817 average employment in 1949, suece 
vears’ averages were 761, 738, 716, 662, 659, and 637 estimated for the curr 
vear, or a total loss of 180 in a span of 6 vears. Since the workload is uncon- 
trollable and since there is no sign of diminution in the foreseeable future, clea 
there must be prov ision for increased ms unpower. 

The Commission is fully satisfied with the total amount provided by the Hous: 

wr fiseal 1956 but in so providing the funds the House inserted in the bill speciti 
limitations on three categories of expenditures. These limitations relat: 
certain functions under ‘‘Regulation onda surveys of des electric power indust 
‘Regulation and surveys of the naturs ul gas industry,”’ and ‘‘Federal river : 
opment projects,” as shown in the workl a table on page 12 of the justifie: 
submitted to the committee. However, with the a of “Pederal. r 
development projects”’ the limitations are yo explained in language which ca 
be accurately related to the Commission's justifications by activities and, accord 
ingiv, we are not certain of the full effect of such limitations. 

Under one logical interpretation the amount estimated as required under certa 
provisions of the Federal Power Act for ‘‘Eleetric power requirements and supp! 
‘Basie data,”’ and “Furnishing assistance and information to Congress, go’ 
mental agencies, and the public’? would be reduced from $760,478 to $600,000 
total reduction of $160,478; for performance of certain functions under the Natural 
Gas Act such as “Gathering basic data” and “Furnishing assistance and informa- 
tion to Congress, governmental agencies, and the public’ the amount reque 
would be reduced from $140,681 to $100,000, a total reduction of $40,681; a1 
under ‘‘Investigations relating to Federal river-development projects” it is cl 
that the total amount estimated as required would be reduced from $351,130 to 
$200,000, or a total reduction of $151,130 

If the limitations imposed were actually to effect reductions as described above, 
it is the considered opinion of the Commission that the limitations would serious!) 
impair the performance of many statutory functions in the manner directed by the 
Federal Power and Natural Gas Acts and related acts. 

The annual report required from electric public utilities and natural gas com- 
panies is an essential regulatory tool. It is a primary source of informatio! 
necessary to the successful functioning of our Commission. Such reports giv 
information which is vital in the regulation of accounts, rates, securities, certificates 
of public convenience and necessity, and the other regulatory duties of the ¢ 
mission. The Commission would, in fact, be almost helpless without the benefit ol 
such reports. 


The large difference between the number of approximately 2,000 independent producers which hay 
rate sche Jules and an estimate total of 6,000 independent producers mentioned above may be explained }) 
the fact that the 6,09) estimat? is base 1 upon lists of names of suppliers furnished the Commission by 77 
line companies. The sales of some of these suppliers undoubtedly do not involve interstate com! 
Further, the 2,099 independent producers cited as having filed rate schedules included only the prit 
party to the filing. In many cases, the primary party has made the filing on behalf of several other 
pendent producers in addition to himself. 
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Some conception of the magnitude of the task of gathering financial, engineering, 
and operating information from electric utilities by virtue of the Commission’s 
responsibilities under the category of ‘Regulation and surveys of the electric 
power industry,”” may be obtained from the fact that reports are recei.ed from 
1,496 respondents who operate 4,678 electric svstems. These respondents submit 

the Commission more than 7,500 annual reports, supplemented by short 
uthly reports filed by the larger utilitie 

Such a mass of factual information is of value only after it has been checked for 
consistency and completeness, and analyzed and tabulated to produce totals in 
isable form. Such analyses are required for the licensing of non-Federal hydro- 
Jectrie projects and for the enforcement of rate and corporate regulation. Only 
yy having such information readily at hand is it possible to carry out the Com- 
ission’s regulatory work within specified time limit 

rhe data so developed are extremely useful in the Commission’s power reauire- 

nts and supply studies, made for the purpose of in estigating the adequacy of 

Nation’s present and future power supply. Such in\ estigations are needed in 

e licensing and regulatory work, in the discharge of the Commission’s respon- 
sibilities with respect to Federal river development projects, in meeting the 

eds of the Corps of Engineers, the Bureau of Reclamation, the Bureau of the 

dget, national defense agencies and other Federal agencies, for reporting on 
gressional bills referred for comment, and for furnishing analyses of power 
ations to Members and committees of Congress. 

In formation now gathered and studies presently made are the minimum needed 

- fulfillment of the Commission’s statutory duties. Any curtailment of this 
sctivity would produce serious delay in the handling of cases and would result in 
oss of efficiency through the necessity of e inpiling the data on @ case-by-case 
basis. It would hamper other Government agencies and would probably force 
them to undertake much of the work which would be discontinued by the Coin- 
mission. In view of present world tensions and remembering the ¢ rities| need for 
electric power information during World War II, we concluded that any curtail- 
ment in the collection and analysis of such information at this time would not be 
in the publie interest. On the contrary, it is possible that the national defense 
ght necessitate an increase in this activity. 

Possibly some small reductions could be made in the production and distribu- 
tion of statistical publications without hampering the day-to-day work of the 
Commission. However, substantially ail the information contained in these 
publications would have to be compiled for the Commission’s own purposes and 
the compilation, rather than the printing, is the major expense item. Lack of 
ie published information would result in a great increase in the number of 
c juiries received and greatly complicate the work of preparing answers, many of 
which now consist merely of a reference to the appropriate publication. 

The Commission does not maintain special personnel or other facilities fon 
furnishing information and assistance, but merely responds to specia! requests. 
These arise principally from Members and committees of Congress, from national 
defense organizations, and from other Federea! agencies. The small remainder 
are from the electric utility industry, from associated financial groups, and from 
the general public. It is questionable whether any reduction in this service 
would be in the publie interest. In any case, the savings would be small. 

Three small remaining items in this general category are the mapping function, 


( 
l 
} 


power market surveys, and interconnection studies. Our maps, which comprise 
1 set covering the entire country, are produced in black and white, and are the 
only maps of electric systems produced by the Federal Government and cannot 
be curtailed or eliminated. The few interconnection studies being made are 
pointed to the strengthening of power systems in important areas with a view to 
the national defense as well as peacetime benefits. What has been said with 
reference to electric utilities applies with eoual foree to the natural gas industry. 

The Commission’s work in the field of ‘‘Federal river-development proje scts’’ is 
geared to the programs of the C orps of Engineers and the Bureau of Reclamation 

ith both of which the Commission carries on cooperative studies and investiga- 
tic ns relating to the hydroelectric power potentialities of proposed river-develop- 
ment projects. The Commission’s activities must keep pace with the programs 
of the Corps and the Bureau. Based on information received from these agencies 
the number of basin surveys and project investigations requiring our attention 
in 1956 will be no smaller than the estimate for 1955. In support of this conclu- 
sion it may be noted that the aggregate 1956 budget estimate of the Corps for 
civil works and of the Bureau for reclamation works totals more than $690 million, 
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which is about 10 percent greater than the 1955 estimate and 20 percent gr 
than the actual cost in 1954. 

The Commission’s work on Federal river developments is of material vali 
the Commission’s licensing of non-Feceral developments. The service wi 
the Commission performs is also of value to the Bureau of the Budget and to 1 
Congress which have looked to the Commission, which is a nonconstructing 
nonoperating agency, for expert and objective advice. 

In addition to river basin and project stucies, the Commission will be requir 
to do considerable work in connection with cost allocations and approval of rates 
for Federal multiple-purpose projects. During fiseal vear 1956 the reexaminat 
and adjustment of the rates of Bonneville Power Administration and Southwester 
Power Administration, and work relating to the sale of power from the Cum 
land River projeets will be of particular importance 

In conclusion, we respectfully request that the limitations on expendit 
placed in our appropriation by the House be removed 


BUDGET INCREASE 


Senator MaaGnuson. First of all, f think vou ought to say some- 
thing about the increase of $400,000, generally what it is going to be 
used for because we will be asked on the floor. 

Mr. Kuykenpaty. The increase is about $500,000, Mr. Chairman 
That increase is necessitated by two things: First, the small part of it 
will be spent for expediting our work in licensing non-Federal hydro- 
electric projects. 

The applications for preliminary permits and for licenses have 
increased tremendously in recent years, as shown in my written state- 
ment. The bulk of the money will go for natural-gas work which is 
occasioned by the Supreme Court’s decision in the Phillips petroleum 
case Which has given us jurisdiction over the independent producers 
of natural gas. 

Senator MaGnuson. Yes. 

Mr. Kuykenbauyi. Of course, there is legislation pending in Con- 
gress Which, if passed, may conce ve modify our duties somewha' 
in that regard and I think whether or not that passes is doubtful but 
in any event, I think it is quite ane that we will not be relieved o! 
that work entirely. 

Senator M \GNUSON, In other words, you cannot anticipate in ask- 
ing for next year’s appropriations what Congress may or may not do 
You have to be ready to keep on carrying on the job vou are now 
doing? 

Mr. Kuykenpauy. That is true. 

We also have 33 pipeline rate cases whic h are not processed 
which alone will take a great deal of money 


BACKLOG 


Senator MaGnuson, At any rate vou could use, if the gas bill were 
passed, vou still could use this money profitably in cleaning up some 
of your bac ‘klog? 

Mr. Kuykenpatn. Yes. 

Senator MaGnuson. Can you, under the act, make the transfer? 

Mr. Domers. There are no limitations in that respect. 

Senator MaGnuson. Because you have an overall amount which is 
salaries and expenses? 

Mr. Kuykenbatu. That is right, sir. 

Senator Dirksen. Mr. Kuykendall, I notice you say 
large numbers of individuals and corporations engaged in production and gatheri! 
would then come under the jurisdiction of the Commission. 
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Have you any idea, in terms of hundreds or multiples of fifties? 

\ir. KuyKENDALL. Senator, we are not able to give you a precise 
fieure but it is in the thousands rather than in the hundreds. 

Senator Dirksen. In the thousands? 

Mr. KUYKENDALL. Yes. Actually, to date we have filings from 
over 2,000 producers. There are estimates of as many as 8,000 under 
our jurisdiction but I think there are at least 5,000. 

Senator MaGnuson. I think for the purposes of the record, just 
what do they file? 

Mr. KuyKENDALL. They file their rates with us. At the outset we 
have instructed them to file their current gas-sales contracts with us 
as their first rates on file with the Commission. 

Senator MaGnuson. Their rates at what they call the gathering 
place, file a contract? 

Mr. KUYKENDALL. It is a contract. 

Senator MaGnuson. With what thev call a gatherer? 

Mr. KuykenDALL. Well, it is a contract of the pipeline company 
as buyer, ordinarily with a producer and a gatherer. We have a lot 
of complex situations where perhaps one company may gather all . 
the gas for a number of different owners or maybe the owner of : 
processing plant or the manager of it, through which the gas is nas 
through to take out the hydrocarbons, makes the contract for the sale 
of it. Some fields are unitized and unit operators will make the con- 
tract of sale. But, by and large, it could be simplified by saving that 
the contracts are with the producers or representatives of the pro- 
ducers and gatherers as sellers, with the pipeline companies as buyers. 

Senator MaGnuson. And they must all be filed with you? 

Mr. KuykKENDALL. Yes. 

Senator Maanuson. But they have not all come in vet? 

Mr. KuyKENDALL. They have not all come in yet. 

Senator MaGnuson. Because the decision was only made a short 
time ago; was it not? 

Mr. KuyKENDALL. Yes; last vear. 

Senator MaGnuson. Are their rates pretty much the same? 

Mr. KuykKeNDALL. Oh, no. There is a great variance. 

senator Maanuson. Therefore, you have to pretty nearly look 
over every one? 

Mir. Kuykenpauu. Yes. Well, at the outset they file the rate 
and that continues to be the rate. But we have the job of passing 
on increases and suspending any increase we do not think is proper 
and calling for hearings. Then, of course, we have the authority, 
and I think the obligation under the Natural Gas Act, to look into 
the existing rates in any case where we think they are high and make 
an investigation. 

Senator Maanuson. Do you have fieldmen doing this? 

\fr. KuyKenpaty. No; we do not have any fieldmen in the gas 
business. 

Senator MaaGnuson. It is all done by sending it up here and your 
administrative staff looking at it up here? 

Mir. KuyKENDALL. Yes. We send our men out into the field to 
investigate on gathering information, statistical, and accounting data 
lrom the various companies after a rate case is started. 
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LIMITATION OPPOSED 


Senator MaaGnuson. Now, you are also suggesting to the Senat 
committee that certain language be taken out of the House bill; js 
that correct? 

Mr. KuykeNDALL. Yes; we are, Mr. Chairman. 

Senator MAGNUSON (reading): 

Provided, That of this appropriation not to exceed $600,000 shall be availah 
surveys and studies (including publications and maps) relating to the electric p 
industry and for furnishing assistance and information relating to regulation 
surveys thereof; not to exceed $100,000 shall be available for surveys and 
(including publications and maps) relating to the natural gas industry ai 
furnishing assistance and information relating to regulation and surveys th 
and not to exceed $200,000 shali be available for investigations relating to Fy 
river development projects. 

Why do you want that limitation taken out which separates 
so-called studies you are going to make into different categories? 

Mr. KuykENDALL. In the first place, we are not sure that we und 
stand what is meant by the proviso in the appropriation as to two 
them. The difficulty is that this work of making surveys and statisti- 
cal studies, gathering data and so forth for publications that we have 
been required to make, is so interwoven with our other work, with 
our rate work and our licensing of hydroelectric projects that it is very 
hard to discontinue one without discontinuing the other. 

For example, the last limitation for investigations relating to 
Federal river development projects. The information that we gthie 
there, relating to Federal river development projects—— 

Senator MaGnuson. That is the same as the electrical pow 
What is the difference? 

Mr. KuykenpALL. Yes. We may have an application by a non- 
Federal interest to build a hydroelectric project but the informatio: 
we have gathered under this heading would be useful there. 

That principle applies to these other limitations. We do not think 
it is satisfactory to try to separate those and eliminate them. 

Senator Macnuson. Is there any testimony on the House side as 
to their reasons for the separation? Did they ask you anything 
about it? 

BACKLOG OF RATE CASES AND APPLICATIONS 


Mr. Kuykenpauu. Well, ves; I am quite clear in my own mind 
what the House committee was attempting todo. They were attenpt- 
ing to have us devote all our resources that we possibly could to ou 
backlog of rate cases and to our backlog of applications for permits 
and licenses for hydroelectric projects, but I do not believe that. this 
proviso succeeds in doing what it was intended to do. It just adds 
confusion to the situation. 

Senator MaGcnuson. They say in the House report: 

The bill contains limitations on the amounts of funds which may be used for 
maps, services, studies, and informational services. 

Then they go on to say: 

The additional funds that are made available by the operation of such limita- 
tions should be applied to further reduce the backlog. 

Mr. KuykKENDALL. Yes. 

Senator MaGnuson. But it is your considered opinion that that 
will not accomplish what they thought? 
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NEED FOR MAPS, SERVICES, AND STUDIES 


\ir. KuyKENDALL. No, because much of this work has to be done 
anyway. We need our maps anyway for our work in studying hydro- 
electric projects. We need statistical information to pass on those 
applications to determine whether or not the project will contribute 
io comprehensive development of the river basin and so forth. 

Senator Dirksen. Actually, although an increase of half a million 
lias been approved, they have earmarked $900,000 of your money. 
They have not left you in a very good fix? 

\ir. KuykKENDALL. I do not believe they have, Senator, and that 
is why we are asking this committee to recommend that this be taken 
Out 


PERSONNEL REQUIREMENTS 


Senator Dirksen. I notice in the last 6 years you have lost 180 of 
your personnel at the high point? 

Mr. KuyKENDALL. Yes, sir. 

Senator Dirksen. What would you need to bring your shop reason- 
ably current, and by current I mean about the normal delays in the 
trade so that you could say that you were reasonably current? 

\fr. KuyKenpatu. Oh, I think we — to get up to, say, 700 per- 
sonnel anyway. Actually, we are a little lower right this minute, 
than this report indicates; I think we are down to 617 or 612. 

Senator Dirksen. You have an estimate here of 637. 

\Ir. KUYKENDALL. We are below that. 

Senator Dirksen. You would have to have 75 additional people 
‘io bring your shop up to a standard where there would not be too 
much irritation and griping in the various industries that come before 
vou? 

Mir. KuyKENDALL. I think we would and I believe all staff members 
and members of the Commission would be willing to ask for a greater 
number if we thought we could get them. But we cannot pick up 
these people readily and we will have to take some green ones and 
rain them. 

think if we were authorized to get up to around 700 we would 
be about as high as we physically would be able to go during this 
ext fiseal vear. 


COST FOR ADDITIONAL PERSONNEL 


Senator DirksEN. Since this request comes from a committee of 
the Senate which does have jurisdiction, you can, without getting into 
ihe toils of the Budget Bureau, comply with the request. 

| wish you would indicate what it would cost to put on an addi- 
dom 75 people, how much trouble you would have in finding men 
of competence and ability, how long it would take to give them the 
necessary indoctrination, and you could put them in the mill so that 
they could go to work to reduce this workload and get your docket 
reasonably current. 

\ir. KuykKENDALL. Our budget officer, I think, can give you some 
‘igures on how many personnel we would want to hire and what it 
would cost us. 

\Ir. Securest. As a matter of fact, Senator, the increase under the 
budget will allow us 66 new positions. Due to the fact that we are 
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not now up to the average for this year, we will get maybe 80 to 83 
new emplovees. 

As you possibly know, the Congress recently approved a $100,000 
supplemental appropriation for us which will permit us to go ahead 
at this time before the beginning of the fiscal year and put on as many 
of these new emplovees as are currently available. 

Senator Dirksen. What was this excess personnel doing before in 
that period from 1949 to 1955 when vou were up to 761? Did you 
have an extra backlog or workload at that time? 

Ir. SecHrest. We have always had a large workload and we have 
always had a backlog above the normal to be expected in licensing of 
non-Federal hydroelectric projects and since the Gas Act of 1938 an 
additional backlog has accumulated in. that field. 

Of course, during some of those vears a part of the personnel was 
devoting their time to determining the capital investment of electric 
utilities which is, to a large extent, something that has been com- 
pleted now. 

Senator Dirksen. I am of the opinion that with respect to your 
docket, it is not unlike the regular court docket. I think our court 
dockets, some of them, are shameful. I know that one of the popular 
magazines, Life, took the re to go out and investigate dockets in 
Chicago and made a report on 1 t which was publicized all over the 
country. 

It is not quite fair for Government not to be diligent about the 
business of disposing of cases and if for any reason it Is a matter of 
lack of personnel, then of course it becomes the responsibility of the 
Congress and when you tell us vou have cases pending that should 
be resolved and have not been resolved, that there is a new flow of 
work into your shop, | think we ought to do something about it. 

Mr. Securest. I think it is more economic to dispose of them 
currently. 

Senator Maanuson. It surely is more economical for the people 
involved because the longer they delay, the more it costs and that 
comes out of somebody’s pocket anyway. 

Mr. KuykenpALL. Particularly true in our gas-rate work. 

Senator MaaGnuson. It is somewhat of a reflection on us because 
the Power Commission is an arm of the Congress really doing work 
that Congress itself cannot do. 

Mr. Domers. I would like to say this, that the 70, approximatel) 
70 additional positions for the coming year is based on a program 
which will put us on a current basis within 2 years. 

Senator Dirksen. Except, of course, that if the earmarking re- 
mained in the bill and you had to detail personnel to the surveys that 
are called for in the hydro and natural gas and electric fields, then 
you would not be any better off in disposing of your docket than you 
were before? 

PROBLEMS POSED BY LIMITATION 


Mr. Domers. Actually, there are a number of problems posed by 
the limitations. 

As an example, we use a certain type of employee to gather basic 
data and another for rate cases. You really could not ‘transfer. the 
one employee to the other position. We would have to perhaps 
terminate the one and hire another which would certainly delay matters 
considerably. 
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senator MaGnuson. Are you having trouble getting examiners? 

Mr. Domers. We are in good shape as far as examiners are con- 
cerned. 

Senator MaGNuson. You have to take them from the civil-service 
rolls? 

Mr. Domers. That is correct. We have 11 examiners at the present 
lume. 

Senator MaGNuson. But they are busy all the time? 

\ir. Domers. They are busy all the time. 

Senator MAGNusON. You set certain rules, you do not tell them how 
io decide necessarily but the Commission has the responsibility of 
laving some ground rules for them to conduct these cases? 

‘Mr. Domers. Rules of practice and procedure. 

Mr. KuykenDALL. We have endeavored, without getting into any 
specific case, to encourage our examiners not to do just what vou 
mention, and that is to let everything into the record, and to try to 
keep the hearings within bounds and make a shorter record. 

Senator MaGnuson. As short a record as possible. 

Is this also not true that probably in your group, the same as some 
of the other commissions, there are a lot of cases ready to be decided 
and all you need is a meeting of the Commission to decide them? 

Mr. KuykKENDALL. No; the Commission itself is quite current on 
the things before it for decision. 

Senator Magnuson. They are? 

Mr. KuyKENDALL. The backlog is in all the staff work. 

Senator Magnuson. The staff work is behind? 

Mr. KuyYKENDALL. Yes. 

Senator MaGNnuson. You are up pretty well on things that are 
ready for a vote of the Commission? 

Mr. KuyKENDALL. That is right. 


PURPOSE OF LIMITATION 


Senator Dirksen. Mr. Kuykendall, | suppose vour legal officer or 
solicitor has examined that language. Have you examined that pretty 
carefully? 

Mr. KuyKENDALL. Yes, I have read it over a number of times. 

Senator Dirksen. Take a look at it. Were you asked technically 
io approve this language? 

Mr. Kuykenpauu. No, I did not see it. 

Senator Dirksen. They say: 

Provided, That of this appropriation not to exceed $600,000 shall be availani 
for surveys and studies relating to the electric power industry and for furnishing 
ssistance and information relating to regulation and surveys thereof. 

What do you think they expect you to do? 

Mr. Domrrs. That is one of our problems. We have a great deal 
of difficulty in really determining precisely where we would have to 
curtail the activity. 

Senator Dirksen. Is it a financial survey? Is it an expansion of 
electric power, consumer needs? Is it rates? 

Mr. Domesrs. It is data that goes into both rates and certificate 
work as well as applications for non-Federal hydroelectric projects. 
Senator MaGNnuson. You do not propose to go out and investigate, 
like out in the country where the chairman and I come from, this 
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controversy we have over private and public power and the building 
of dams and all things. 

As I understand it, what this money is for is for the processing of 
applications for licenses or rates that are before you; is that correct? 

Mr. Kuykenpba.u. That is right, essentially. 

Mr. Domers. That is right. Preceding the study of each applica- 
tion, we generally make certain studies which Mr. Adams could 
enlarge upon. 

Senator Magnuson. What I mean is that you do not intend to go 
off and launch into an investigation, say, of the hydroelectric industry 
in the Pacific Northwest, to use an example? 

Mr. Domers. No. 

Senator Maagnuson. Unless it involves a matter which is before 
the Commission from the area; is that not correct? 

Mr. Kuykenpbauu. That is true. Of course, the Commission has 
been continually studying various river basins. 

Mr. Domers. That is what this means, studying river basins where 
applications will be received or are before us at the present time. 

Senator MaGnuson. As those things integrate into the merits or 
problem involved in the application? 

Mr. Domers. Yes. 

Senator MaGnuson. Of course, I think probably one of these days 
pretty soon we ought to have the investigation of the kind I am 
talking about. We have not had one since 1937, the Federal Power 
Commission; that would require a great deal more money and would 
have to be a special investigation. That is not what this is for? 

Mr. Domerrs. No. 

Mr. KuykEeNDALL. This ts the regular. 

Senator MaGnuson. The regular work you have to do. 

Mr. Kuykenpauu. I might say that if the Congress does see fit to 
take these strings off our appropriations, that I am confident we know 
what things should be first, and we will put first things first, and will 
do all we can to reduce our backlog. 

Senator Dirksen. What would you esteem to be your duty there 
under the last proviso 
not to exceed $200,000 shall be available for investigations relating to Federal 
river development projects? 

Mr. Kuykenpauu. There we make studies in conjunction with the 
Corps of Engineers and the Bureau of Reclamation. Of course, 
those same studies are useful and used if we have an application for 
a non-Federal interest to construct a dam in that basin, and it Is ver) 
hard to separate one from the other. 


STUDIES USED BY OTHER AGENCIES 


We are a nonoperating agency, and I think our studies have beet 
relied on pretty thoroughly by other agencies of the Government 
and by people outside of the Government as being, by and large, 
objective. We do not have any axes to grind because we are not 2 
constructing agency. 

We are looked to, to provide a lot of this information by the other 
agencies. If we do not do it, they will probably have to do it. 

Senator MaGnuson. Furthermore, take for example the engineers 
stuff, vou use that, too, do you not? 
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\Mr. Domers. Yes. 

senator Magnuson. They all go together? 

\ir. Kuykenpaty. They all go together. 

\ir. Domers. We integrate that. 

Senator MAGNusoN. So that you really have on these projects at 
least two, the constructing people and the Federal Power Com- 
mission? 

Mr. Domers. Yes. I may say this, that the licensing of non-Fed- 
eral hydroelectric projects and Federal river projects, are really inter- 

related in that the basic material or data gathered for one is used for 
the other as well. Soin many cases, if you make a study involving, 
let us say, Federal river projects and you have an application in 
that same river basin for a non-Federal project, you use that data in 
order to make your determination. 


FUNDS INVOLVED IN LIMITATION 


Senator DirkseN. Could you supply for the record just a brief 
statement indicating in a general way about how much of your funds 
are devoted to the items that are included in that proviso? 

Mr. Securest. The total amount of that under this 1956 estimate 
is approximately $1,252,000. 

Senator Dirksen. Are you speaking exclusive of the proviso? 

Mr. Securest. That is what the total is in the activities that the 
proviso relates to and would be reduced to $900,000 or a reduction of a 
little over $352,000. 

Mr. Kuykenpauu. I think the Senator means just the last proviso. 

senator Dirksen. No, | meant the whole proviso. 

Mr. KuykenpbaAuz. Oh. I think that is given in the written state- 
ment which is in the record now, Senator. 

Senator Dirksen. In other words, you have $1,252,000 devoted to 
this and related activities, and here is a limitation of $900,000? 

Mr. Domers. That is right. 

Senator Dirksen. That would leave you $352,000, whatever it is, 
that would be devoted to other purposes of the Commission? 

Mr. Securest. That is what the House report proposes. 

Senator MaGnuson. Well, | cannot understand why they put this 
last one in there either because that might be a directive for them to go 
out and start investigation of the Missouri \ ‘alley Authority or the 
TVA, or something like that which is not contemplated. 

Are there any further questions? 

Senator Dirksen. I think that is all. 


REORGANIZATIONS EFFECTED 


Senator Magnuson. One other question. What reorganizations 
have vou effected down there in the past year, administrative 
reorganizations? 

Mr. Domrrs. We have taken the Bureau of Accounts, Finance and 
Rates and created two units out of it, the Office of the Chief Accountant 
and the Bureau of Rates and Gas Certificates. 

We have consolidated our administrative activities in one office, the 
Office of Administration—that is, personnel budget, finance, and other 
housekeeping functions. 
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Reorganizationwise, that is all we have done. 

Mr. KuykKeNDALL. Well, we have hired an Executive Officer who is 
Mr. Domers. 

Senator Maanuson. The reason I suggested this was that I have 
read and I have no knowledge of this personally but it will probably be 
brought up, like things are down below here, that some of the reorgan- 
izations that have been effected in the Federal Power Commission have 
been for the purpose of getting rid of certain people, and 1 think you 
ought to have something to say on the record about that because I am 
sure it will be brought up. 

Mr. Domers. Mr. Chairman, we have not gotten rid of anvbod, 

Senator MaGnuson. Or the alternative, to put them in different 
jobs. 

Mr. Domers. We have had one key employee who had requested a 
reassignment which was at the same level that he held here in Wash- 
ington, so that he is in as equally important a position as when he was 
here except that he has gone out into the field; that was at his request. 

Senator MaGnuson. So far as you know, those stories are un- 
founded? 

Mr. Domers. They certainly are, Mr. Chairman. 

Senator Maanuson. In fact, because you know what reorganization 
has taken place? 

Mr. Domers. Yes, sir. 

Mr. KuykKENDALL. I might add this, that during the 2 vears that | 
have been on the Commission, there has been one person demoted 
and that demotion was made long before any reorganization was made, 
and solely by action of the Civil Service Commission. In studying 
the Commission’s work their determination was that this man was 
overgraded and they told us to reduce his grade. 


TRAVEL FUNDS 


Senator MaGnuson. Now, one other thing. Did the House limit 
you on your travel expenses too rigidly? 

Mr. Domers. I do not believe there was any change. 

Mr. Securest. No change. 

Senator MaGanuson. You can get along with the figure? 

Mr. Domers. What was the increase, Mr. Sechrest? 

Mr. Securest. $20,000 increase. 

Senator MaGnuson. Do vou think that will be sufficient to do this 
work? 

Mr. Securest. | think so. 

Mr. Domers. With one limitation, Mr. Chairman, and that is if 
the per diem rate is increased, naturally our travel money will not 
go as far as it would have with the present per diem rates. 

Senator Magnuson. I do not know whether that is going to 
happen or not. 

Mr. Domers. I do not know either. 

Mr. Securest. That would be a matter of a supplemental appro- 
priation. 

Senator MaGgnuson. Thank you, gentlemen. 

Mr. Kuykenpbauyt. Thank you, Mr. Chairman. 
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UNITED STATES CIVIL SERVICE COMMISSION 


STATEMENTS OF PHILIP YOUNG, CHAIRMAN; GEORGE M. MOORE, 
COMMISSIONER; FREDERICK J. LAWTON, COMMISSIONER; 
JOHN W. MACY, JR., EXECUTIVE DIRECTOR; DAVID F. WIL- 
LIAMS, DIRECTOR, BUREAU OF MANAGEMENT SERVICES 


PREPARED STATEMENT 


Senator Magnuson. Mr. Young, I see you have a prepared state- 
ment. Do you want to read it or have it made a part of the record? 

Mr. Youne. I would like to have it included in the record if I may. 

Senator MaGnuson. It will be made a part of the record at this 
ont. 

(The statement referred to follows: ) 


SraTEMENT OF PHILIP YOUNG, CHAIRMAN, UNITED States Civit SERVICE Com- 
MISSION, REGARDING THE,COMMISSION 'S APPROPRIATION ESTIMATES FOR FISCAL 
Year 1956 


\Ir. Chairman and members of the committee, we are pleased to meet with you 
to discuss the financial requirements of the Civil Service Commission for the 
coming fiseal year. 

| would like to comment briefly on the action taken by the House with respect 
to the Commission’s budget request for the fiscal vear 1956. In general we are 
satisfied with the consideration given our budget request by the House of Repre- 
sentatives; and, with one exception, the Commission has no objection to the bill, 
H. R. 5240, as it was passed by the House. The exeeption to which I refer is 
contained in the language inserted in the general provisions of the independent 
offices bill, on page 36, lines 16 through 20 (sec. 108) regarding maximum age 
mits for positions in the competitive service 

Complete details covering our views and those of several agencies involved are 

ntained in 38 communications to Chairman Magnuson, 2 from the Commission 
dated April 7 and April 14, 1955, and 1 from the Secretary of Labor, dated May 
3, 1955. I would like to ask the committee’s permission to insert these letters 

the reeord. 

The discussion and reasons cited in the correspondence referred to point out 
that the Commission actively encourages agencies to employ older workers in 
appropriate jobs. There are, however, certain types of Federal work which 
require the services of younger men and women. Among these are: 

|) Positions involving hazardous and arduous duties where the safety of] the 
employee or the safety of others may depend upon the employee’s alertness, 
gordination, and quick reaction time. Examples of these jobs are: aeronautical 
research pilot, eleetrician-lineman, crash firefighters, and a number of law- 
enforcement workers. For all of these dangerous and arduous jobs we must, for 
tle safety of the employees and the public make every effort to obtain strong, 

igorous, and agile men possessing the potential for long vears of arduous duty. 

2) Positions of a trainee nature where the fixing of a low maximum age limit 
gives reasonable expectation that after training there will be many vears of jour- 
hevinan service to justify the cost of training Ave limits set for this purpose do 
not act as a bar to the employment of older workers who are trained journeymen. 

Federal agencies frequently make new requests for age limits. Each request 
‘carefully studied by the Commission and unless the work of the positions covered 

the request is one of the two types described, the request is denied. 

The question of age limits is not a statie one. From time to time the Com- 

on reviews existing age limits for competitive jobs to determine whether they 
are still warranted. We did this in 1952 and removed many existing maximum 
mits. We are now beginning an even more searching review, and I can assure 
ou that we will not approve the continuation of any age limits that are not fulls 
justified on the basis of established criteria. 

The Commission therefore strongly recommends that the language inserted on 
pase 36 of H. R. 5240, as it was passed by the House, be deleted from the bill. 

| would also like to comment very briefiy concerning the appropriation ‘‘Pay- 
ent to civil service retirement and disability fund,’’ which appears on page 6 of 
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H. R. 5240. We had not included a request in this budget for funds to cove 
Government’s normal contributions to the fund or to cover the cost of inter 
the unfunded liability of the Government. However, the President’s b 
provides that a supplemental request of $216 million will subsequently be 
mitted to the Congress, along with proposed legislation which will prov 
statutory basis for the computation of the Government’s contribution to the { 
The House on its own motion, has included $250 million in the bill for the 
vear 1956. The Commission is agreeable to this amount remaining in the b 
This brief discussion concludes my formal statement. Commissione rs Mao 


and Lawton are here with me today. We shall be glad to discuss any of the | 


items or programs of the Commission in as much detail as the committee 


desire. 

Senator Maanuson. Mr. Young, for the purpose of the record, your 
1955 budget was $47,952,600. Your budget estimate for 1956 was 
$19,495,000. The House allowed you $268,387,500 and compared to 
the 1955 appropriation was $220,434,900, which is a plus, and that is 
$248, 892,500 over the 1956 estimates. 


PAYMENT TO RETIREMENT FUND 


I understand that that figure of some $250 million was due to the 
fact that there was a delay in the retirement payment due to a study 
that is now completed, and you are ready to start those payments 
and you need this amount of money. 

Mr. Youna. On this retirement - ture, Mr. Chairman, the Kap- 
lan committee, as you know, was set up to make certain recommen- 
dations. As we advised the House committee, we are submitting 
amendments to the Retirement Act providing for a permanent method 
of financing this retirement fund which is now about ready to be sent 
forward to the Hill. 

We did not ask the House for any appropriation for the retirement 
fund but they voluntarily put one in, $250 million. 

Senator Magnuson. Why did they do that? 

Mr. Youne. Well, their statement was that they felt, “you are 
going to have to pay it sooner or later anyway,” and they should noi 
let any more time go by without making some payment to the retire- 
ment fund. 

STATUS OF RETIREMENT FUND 


Senator MaGnuson. What is the shape of the fund without this 
amount of money? 

Mr. Younec. Commissioner Lawton is here and prepared to talk on 
this, Mr. Chairman. 

Senator Maanuson. I asked the question: What is the condition 
of the fund without this $250 million added? 

Mr. Lawton. The fund has a current balance of about $6 billio! 
It has on an actuarial basis, however, a defficiency of $10,670 millio! 

The idea of the Kaplan report is to begin a system of currently 
financing the fund to meet the normal outlay and the unfunded de- 
ficiency. If no appropriations are made, the fund would be con: 
pletely exhausted by 1970 and at that point the Government shar 
would begin at $750 million and over a period of years run up to $1 
billion per year. 

Senator Maanuson. This is to add a little to the kitty, is that no! 
what it amounts to? 
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Mr. Lawton. This is to begin payments and to ultimately reach a 
point where you will be properly financing the fund. 

Senator Magnuson. Well, on page 613 of the House hearings, Mr. 
Thomas says: 

What is the outstanaing liability of the fund as of January 1? 

You testified— 

That is a figure as of last June of $29,601 million. 

He said— 

What is in the fund to take care of that $29 billion? 

The answer was— 

There is $5.6 billion in the fund. The employees contributions to be paid are 
$7.4 billion and future employee contributions at the normal rate are $5.8 billion, 
making a total of $18.9 billion, leaving an unfunded liability of $10.6 billion. 

Mr. Lawron. That is right. 

Senator MaGnuson. This would start to pick that up; is that right? 

Mr. Lawron. This would be beginning the current contribution. 
For the current year, it would meet about 60 percent of the Govern- 
ment’s normal share and would not make any dent in the interest on 
the unfunded liability. 

Senator MaGnuson. But then we can anticipate that amounts 
similar to this will be appropriated in future years until we pick up 
to this point? 

Mr. a Much greater amounts will have to be appropriated 

1 future years. That amount for a few years, a relatively small 
petits af years, would keep the fund balance currently even, but it 
would make no dent on the liabilities. You remember in 1939 you 
had something over 800,000 employees on the Government payroll 
and vou built that up to 3,700,000 during the war. Currently you 
vave 2,300,000 people on the Government payroll. When those people 
begin to retire, an amount like this would not come near to meeting 
the normal current costs. 

Senator MaGnuson. But this is a start. 

Mr. Lawron. This is a start, that is all. 

Senator MaGnuson. Of course, that is mandatory lability? 

Mr. Lawron. The ultimate liability is mandatory, of course. 


COMMUNICATION 


Senator MaGnuson. We will put in the record also, Mr. Young, 
your letter to me in which you suggest that one item be appealed 
The item referred to is section 108: 

No part of any appropriation contained in this title shall be used to pay the 
compensation of any officers and employees who allocate positions in classified 
civil service with a requirement of maximum age for such positions. 

Will you explain what you mean by that? 

Mr. Youna. Yes. If it is feasible, Mr. Chairman, I would like 
to put in the record not only that letter, but we also wrote you a 
second letter, and also a copy of a letter from the Secretary of Labor 
on the same point, all three documents. 

Senator Magnuson. We will put those in the record and then you 
can explain them here briefly. 

(The letters referred to follow :) 
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Unitep STaTes CiviL SERVICE COMMISSION, 
Washington, D. C., April 7, 1955, 
Hon. WarRREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1956, United States Senate, Washinglon, D. C. 

DerAR SENATOR MaGNuson: With regard to your letter of March 29, 1955, the 
Civil Service Commission appreciates the opportunity to provide the Senate 
Committee on Appropriations with the changes the Commission feels are 
absolutely necessary, from action taken by the House of Representatives on H,. R 
5240, the Independent Offices Appropriation Act, 1956. 

We have made a most careful review of H. R. 5240 and Report No. 304 whiel 
accompanied this bill. On the basis of our analysis and in the light of current 
trends in some workload items, we have determined that only one item should 
be appealed to vour subcommittee. The item to which we refer is under ‘‘Inde- 
pendent offices, general provisions”’ and appears on page 36, lines 16 to 20, inslusive 
as follows: 

“Src. 108. No part of any appropriation contained in this title shall be used 
to pay the compensation of any officers and employees who allocate positions i 
the classified civil service with a requirement of maximum age for such positions 

Under present law, the Commission establishes maximum age limits for certain 
positions for two purposes: (1) Where the duties of the position are of such a 
arduous and hazardous nature that the hiring of an older person would be bot! 
dangerous to the individual and deterimental to the service, and (2) in filling 
professional and technical positions at the trainee level with the intention of 
developing such personnel through training and experience to hold responsible 
administrative and professional positions. The investment of the Government in 
this kind of training can only be realized through long vears of service. However, 
age limits are waived in many instances for veterans under the Veterans’ Preference 
Act. 

The Commission is in accord with the desire to provide increased employment 
opportunities for the older worker, and believes that the Federal Government 
should lead the way for private industry in this regard. However, it is our 
sincere belief that to deny the use of administrative discretion with respect to the 
application of maximum age limits would be a detriment to the competitiv: 
civil service and ultimately to the American taxpaver. 

Therefore, it is reeommended that the language inserted, be stricken from thi 
bill. In order that the Senate committee may be supplied with a more complet 
explanation of the Commission’s position in this matter, a separate communicatio 
will be forwarded you within a few days. 

With the foregoing exception with respect to the change in language, thi 
Commission does not believe it absolutely necessary in the publie interest 
request any other revision in the bill as passed by the House of Representatives 
We would, however, like to comment briefly concerning the appropriation ‘‘Pay- 
ment to civil-service retirement and disability fund,’”’ which appears on page 6 of 
H. R. 5240. Although no amount was requested by the Commission in f! 
President’s budget for payment to the civil-service retirement and disabilit: 
fund, the budget message indicated that a request for $216 million would subse- 
quently be submitted as a supplemental request. The House Subcommitte: 
Independent Offices of the Appropriations Committee inserted $250 million in the 
bill for the fiscal year 1956. In this connection, the committee, on page 4 of its 
Report No. 304, stated in part: ‘“* * * a contribution should be made this year 
to the fund as no contribution has been made for the last 2 vears. The amount 
in the bill will help to prevent the fund from deteriorating further.’’  Inasmuc!l 
as neither of these two amounts is equal to the Government’s net normal cost, 
the Commission has no objection to the amount remaining in the bill and being 
paid into the civil-service retirement and disability fund. 

Since we desire only one change in the bill as passed by the House, I feel that 
your committee can give this matter the consideration we request without the 
benefit of a hearing. If, however, you feel a hearing on this or other matters 
would be beneficial, we will be pleased to appear. 

By direction of the Commission: 

Sincerely yours, 
Puitie Youna, Chairman 
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Unitep States Civit Service ComMiIssion, 
Washington, D. C., April 14, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1956, United States Senate, Washington, D. C. 

DEAR SENATOR MaGnuson: In my letter of April 7 I promised to send you 
further information supporting the Commission’s view that it should continue to 
have authority to set maximum age limits for positions in the competitive service. 

The Commission recognizes its responsibility for exercising leadership in the 
employment of older workers and actively encourages the employment of such 
workers in appropriate jobs. Two years ago, in compliance with Publie Law 455, 
§2d Congress, the Civil Service Commission abolished the maximum age limits 
which had previously applied throughout the competitive service and instead 
provided that applicants would be employed in the Federal service without 
regard to age, except for a comparatively few specified jobs. The Commission 
urged all Federal agencies to hire older workers and set up special regulations for 
hiring workers over the age of 70 for l-year renewable appointments. 

While fully agreeing in the desirability of employing older workers in most 
positions, the Commission also believes that certain types of Federal work require 
the services of younger men. The establishment of age limits in these cases is 
necessary for effective management. Therefore we have approved maximum age 
limits for two types of competitive positions: Those involving hazardous or arduous 
duties, and those of a trainee nature. These two types are discussed below: 

1. The Federat service includes some highly dangerous and arduous jobs where 
the safety of the employee or the safety of others may depend upon the employee’s 
alertness, coordination, and quick reaction time. One example is the job of an 
aeronautical research pilot in the National Advisory Committee for Aeronautics. 
The safety of the test pilot, the safety of his ship, and the safety of others often 
depend on his split-second reaction. The Commission established a maximum 
age limit of 33 for these positions. 

Electrician-lineman jobs require the men to work around high-voltage elee- 
tricity on precarious perches high on poles or towers. Teamwork is essential and 
a wrong move is usually fatal. The Commission has recognized a maximum age 
limit of 50 for these positions. 

Crash firefighters on emergency firefighting crews must penetrate and extinguish 
the flames of oil and gas fires and participate in rescue operations. There is a 
maximum age limit of 40 for positions at the lower levels in this occupation and 
a limit of 55 for supervisory crash firefighter positions. We do not believe that 
these age limits are unreasonable. 

\ number of law-enforcement jobs in the competitive service involve arduous 
and often dangerous assignments. Some of these positions are those of narcotics 
agents, Seeret Service agents, and immigration patrol inspectors. The retirement 
law itself implies that older workers should not hold these jobs, since it provides 
for retirement on a liberal annuity at as early an age as 50, after 20 vears of such 
service. 

Thus for all these dangerous and difficult jobs we must, for the safety of the 
employees and the public, make every effort to obtain strong, vigorous, and agile 
men possessing the potential for long years of arduous duty. For this reason the 
Commission has established special age limits for these jobs. 

The problem of health hazards is often accentuated by geographic or climatic 
factors, particularly in overseas employment. The Commission is now working 
with the Department of Defense to bring many thousand overseas positions of the 
military departments into the competitive service. The success of this important 
program will depend in substantial measure on our ability to set valid and reason- 
able age limits for such jobs. 

2. Certain trainee positions in the competitive service should also be made 
subject to maximum age limits. Government, private industry, and unions have 
long recognized the desirability of recruiting young persons for apprenticeships. 
Age limits set for this purpose do not act as a bar to the employment of older 
workers who are trained journeymen. Fixing a low age limit for apprenticeships 
gives reasonable expectation that after training there will be many years of jour- 
nevyman service to justify the cost of training. 

tecent college graduates enter the Government service in professional, scientific, 
and administrative occupations in much the same status as apprentices. These 
graduates are assigned to junior positions in which they are trained to apply the 
knowledge which they acquired during their studies. After investing several 
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vears of training time, the Government should be able to expect a long period of 
service from these fully trained physicists and other professional personnel. 

For example, a recent study in the United States Forest Service shows that ay 
average of 5 years is needed for the development of a GS-7 forester and from 8 to 9 
vears for a forester at the GS-9 level. If these employees are to be expected to 
make any material contribution to the program, it is obvious that they must be 
brought into trainee positions while relatively young. 

At this point I wish to emphasize several factors regarding age limits which 
have generally been overlooked: 

1. Age limits which are set because of the trainee nature of the work apply only 
at the entrance level of the occupation. Experienced workers are appointed to 
positions at the higher grade levels without regard to age. 

2. The total number of appointments per year which are subject to maximum 
age limits is relatively very small. Only original appointments to the competitive 
service are subject to these limits; transfers and promotions of employees already 
in the Federal service are not subject to any age limits. The Commission has 
established entrance age limits for only a small minority of the positions in the 
Federal service, Age limits are rarely set for a whole occupation, but are limited 
to the grade level, the ageney, or the single establishment within an agency for 
which the age limit has been demonstrated to be necessary. 

While we do not have statistics for the entire service, a recent estimate by the 
Department of the Air Force indicates that only 11 percent of their civilian posi- 
tions are covered by maximum age limits, and in many cases the limits are waived 
for veterans. The great bulk of these positions are in the skilled trades, with a 
maximum age limit of 62 years. It is estimated that only seven-tenths of 1 per- 
cent of Air Force civilian positions have age limits loWer than 62 years. In the 
typical Federal agency with a high proportion of office occupations, the proportion 
of jobs covered by age limits would be much smaller than in the Air Force. _ I cite 
these figures to show that the Commission has used the discretion granted it 
under Public Law 455 with great caution. 

3. Agency requests for age limits are thoroughly studied by the Commission on 
the basis of rigid criteria. Age limits are set only upon a clear showing that the 
position is one in which the Government is obliged to invest considerable money 
in an extended period of training, or upon a showing that, because of the arduous 
or hazardous nature of the work, it is in the interest of the health and safety either 
of the employee or of others to establish a maximum age limit. Many requests 
are not found to be justified and are refused. 

A review of any existing age limit is made whenever an occupation is restudied 
If improved testing methods or more recent recruiting experience indicate that the 
age limit is no longer necessary, it is removed. Thus the Commission recently 
removed the maximum age limits which previously applied to mammal contro! 
supervisors and to park rangers at grade GS—6 and above in the Department of 
the Interior. 

I wish to clarify one other point which was raised when the amendment pro- 
hibiting age limits was proposed on the floor of the House. At that time, an articl 
from the New York Times was cited criticizing an alleged age limit of 35 for 
strenographers and typists in the Federal service, for employment in a Federal 
agency whose name was “‘off the record.”’ After this article appeared on Septem- 
ber 25, 1952, our investigation showed that the agency concerned was excepted 
from the competitive service. Thus, ironically enough, the amendment would 
not control the situation cited from the New York Times, since the amendment 
would affect jobs in the competitive service only. 

Please let me emphasize that the Commission did not in 1952 and does not now 
have any maximum age limit whatsoever for stenographer or typist jobs, or for 
any similar office occupations. Not knowing the facts in the case of the unnamed 
agency, I cannot say whether or not the 35-vear limit was justified. But it would 
seem inappropriate for the Congress to restrict the competitive service because of 
an act by an excepted agency, and at the same time to exempt that and other 
similar agencies from the restriction. 

In any event I doubt the wisdom of placing further restrictions and disabilities 
upon the Federal competitive service. By increasing these restrictions, we would 
also be increasing the inducements to Federal agencies to seek ways of exempting 
their positions from the merit system. I cannot believe that this would lead to 
sound public administration. 

We have consulted with a number of representative Federal agencies regarding 
the amendment, and have learned of their unanimous belief that the proposed 
restriction would seriously hamper their effectiveness. As examples of their views, 
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[am attaching excerpts from statements furnished by the Department of Justice 
and the Department of the Air Force, the latter also representing the Army and 
Navy Departments. 

In summary, I urge the Senate Appropriations Committee to eliminate this 
amendment so the Civil Service Commission can continue to set reasonable age 
limits for the small proportion of competitive jobs requiring them, An arbitrary 
prohibition against the establishment of any maximum age limit would interfere 
with the ability of our Government to deal effectively with the urgent problems 
of today. 

Sincerely yours, 
Puitie Youna, Chairman. 


ExcereT From STATEMENT ReGarRDING AcE Limits SuBMITTED TO CrvII 
SERVICE COMMISSION BY THE DEPARTMENT OF THE AIR Forcr (REPRESENTING 
Atso THE ARMY AND Navy), APRIL 1955 


The positions for which maximum age limits have been established in Army, 
Navy, and Air Force can be divided into three groups: (a) Those of a hazardous 
nature; (b) those of a trainee nature; and (c) those in geographic locations which 
subject personnel to extremes in weather and other living conditions. 

It is our belief that maximum age limits are necessary for these categories as 
discussed below: 

a) Hazardous occupations.—Many positions in the Department of Defense, 
hoth Classification Aet and wage board, require physical exertion, mental and 
physical coordination, stamina and courage not associated with normal occupa- 
tions. Examples include crash firefighters, investigators, pilots, and engineers, 
toname afew. It is true that persons employed below the maximum age limit 
are retained beyond that limit. The age limits are established on the basis that 
persons who meet them have the best possibility of performing the duties required. 
There is a significant difference between raising age limits and continuing employ- 
ment of satisfactory employees. Employees have the opportunity to demon- 
strate through job performance that they are capable of performing the duties of 
their position without becoming a hazard to themselves, to other employees, or 
to Government property. Physical examinations are used as well as job per- 
formance in determining whether employees should be continued in hazardous 
positions, For some positions, it is unrealistic, however, to rely solely on phys- 
ical examinations or other examining criteria. To do so would be costly, time 
consuming, and in some cases inadequate. For example, we do not know of any 
examination or test which will measure a man’s courage; vet courage is an impor- 
tant factor in many hazardous positions and is very iinportant in duties requir- 
ing teamwork, It is known that younger men normally possess greater stamina, 
they are not as subject to physical reactions such as heart attack when placed 
under emotional and physical stress as are older persons, and they have better 
mental-museular coordination, These attributes contribute to ability to better 
cope with extremely hazardous and arduous duties, because the younger man 
possesses the self-confidence needed. On the other hand, employees who are in 
the higher age brackets are retarded by caution based on a lack of confidence 
which accompanies the gradual loss of the abilities just mentioned unless they 
know, by demonstrated performance, that they are still capable of meeting the 
demands of the situations to which they are exposed. 

b) Trainee positions—Many of our trainee positions carry maximum age 
limits not particularly because of a need for employees who can perform tiring or 
strenuous jobs but because of a need to realize some benefit from the training 
given. In order to assure the Government of a fair return on the time, effort, 
and money used to provide training, persons must be selected who are young 
enough to possess the flexibility and adaptability to absorb and benefit from the 
training in the shortest possible time. It is self-evident that the closer a new 
employee is to the mandatory retirement age, the less return the Government 
realizes On its investment. 

It is our view that trainees must be young enough to indicate that they will be 
able and willing to serve for a sufficient period of time after completion of training 
to return to the Government production that makes the training profitable. This 
is particularly true in the apprenticeable trades which require a long-range training 
program and rely on long-range benefits to the Government. Full productivity 
is not realized from such trainees until after the apprenticeship is served. Thus, 
the older the apprentice the less opportunity for realizing definite returns between 
the entry age and retirement age. 





360 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


(ec) Geographic locations.—This applies particularly to oversea assignments. 
With the extension of the competitive service overseas, it is important that age 
limits be used. We employ United States citizens for positions in various areas 
such as Saudi Arabia and Iceland. Each locality offers peculiar extremes of 
weather. Use of age limits helps in obtaining personnel who ean survive the 
extremes to which they are subjected while being fully productive. In many 
oversea locations, United States citizens are required to make emotional adjust- 
ments to conditions not typical in the United States. Age limits aid in selecting 
personnel who can make these adjustments, can work contentedly with a minimum 
of physical conveniences in possibly adverse working and living conditions, and 
will reflect credit on the United States by their conduct and adjustability. 


Excerpts From STATEMENT REGARDING AGE LIMITS, SUBMITTED TO TRE Cy; 
SERVICE COMMISSION BY THE DEPARTMENT OF JUSTICE, APRIL 1955 


IMMIGRATION AND NATURALIZATION SERVICE IMMIGRATION PATROL INSPE 
(31-YEAR MAXIMUM AGE LIMIT, WAIVED TO 35 FOR VETERANS) 


The immigration border patrol is an armed uniformed enforcement branc! 
the Immigration and Naturalization Service. Its purpose is to detect and prevent 
the smuggling and illegal entry of aliens into the United States and to apprehend 
those guilty of such violations. The job is both arduous and hazardous. Officers 
are required to work irregular hours under all weather conditions and must by 
available to work in any section of the country. The duties demand mental 
alertness as well as physical vigor and stamina. 

The sole source of recruitment for patrol inspectors (trainee) is by appointn 
from eligible registers established as a result of an open competitive civil-sery ice 
examination. During the period of 1942-54, the maximum age for this positio: 
was 45 which caused considerable difficulty for the Service. The average age of 
patrol inspectors increased until in 1952 it was 38 vears. Many officers we 
employed who could no longer perform all the duties of the position, which necessi- 
tated special assignments for older officers and decreased our operating efficiency 

The patrol inspector (trainee) position is the initial phase for a career employe: 
and we expect a majority of those appointed to remain in the border patrol for at 
least. 20 years in order to qualify for retirement under section 1 (d) of the Retire- 
ment Act. During hearings in 1948 on H. R. 6554, testimony was given before 
the subeommittee which caused the bill to be rewritten and immigration patrol 
inspectors became eligible for this type of retirement. This became Public Lay 
879, 80th Congress (62 Stat. 1221). A person who enters on duty at 21 will havea 
number of years of useful service before him. Officers entering after 35. will 
probably be age 40 before they are sufficiently experienced to be considered for 
promotion and by that time will not possess the physical stamina to lead thei 
men in the field. An officer who enters at age 35 is just beginning at the age he 
should be a seasoned officer in order for this Service to obtain maximum benefits 
from his service. An appointee over 35 after 20 years of service with the border 
patrol, if not before, is very likely to have outlived his usefulness in this position. 

There follows a comment from a supervisory border patrol officer concerning 
overage officers: 

“Applicants over 30 years of age should not be accepted for the border patrol 
and it would be even more desirable to restrict recruiting to applicants not over 
28 vears of age. During and since the recent World War, the age and height 
requirements were relaxed which has permitted many men to enter the border 
patrol after they have attained their 35th birthday. We have had scores of 
these overage applicants report for duty at El Paso, and we have been faced 
with the problem of training them and assigning them to border patrol duties. 
Our experience has convinced us that it is unwise from several viewpoints to 
accept these overage applicants. 

‘During the war, we had to employ a good many overage men in the border 
patrol because the more desirable applicants were in the Armed Forces. It was 
our experience that these older men could not learn the Spanish language during 
the l-year probationary period, and acquire the other knowledge necessary to 
an efficient patrol inspector. In many eases, although they had passed a medical 
examination, they were physically unable to keep up with the younger men 
and assume their share of the more arduous duties. These duties included 
climbing watchtowers, trailing aliens through the sandhills, and similar activities 
which require a great degree of physical exertion. It was the exception rather 
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than the rule when one of these overage officers became an efficient, capable, 
all-around patrol officer. On the other hand, the vounger officers, particularly 
those of not more than 30 years of age, almost always were able to qualify and 
successfully pass their probationary period. The yvounger men usually had the 
ability in all respects to become successful patrol officers. In the comparatively 
few cases Where men over 35 vears of age successfully passed their probationary 
period, their usefulness as patrol officers was limited and did not extend over a 
long period of time. They were approaching middle age to begin with, and their 
pest years of physical endurance and other abilities were behind them. This 
eonvineed us that we must insist on the recruitment of young men only if we are 
to build and maintain a border patrol force capable of accomplishing its mission. 
From the viewpoint of cost alone, it is a most unsound policy to accept these 
older men as trainees. The pertentage of failure is verv high, and the Govern- 
ment receives no benefit in return for the expenditure of money. It costs several 
housand dollars to start a patrol inspector (trainee) on duty and to continue 
im through his | year of probationary period. Unless he makes the grade and 
s thereafter an asset to the border patrol for many years, the Government has 
wasted the taxpayers’ money.” 


IMMIGRATION AND NATURALIZATION SERVICE, IMMIGRANT INSPECTOR 
(40-YEAR MAXIMUM AGE LIMIT, NOT WAIVED FOR VETERANS) 


In the past, one of the criteria used to establish age limits for certain positions 

the Federal service was the arduous or hazardous duties of the position. In 
general, many of the asignments made to immigrant inspectors ore arduous, 
requireing the inspector to be in excellent physical condition. The employment 
of men who do not meet these physical requirements would lead to problems of 

mited work assignments with the resulting lowering of morale throughout the 

entire foree. Ineluded in these assignments are the boarding of vessels in motion 
from small craft by means of Jacob’s ladders and the boarding of vessels at piers, 
sometimes under icy conditions; the inspection of freight and passenger trains 
which may eall for opening of boxears and reefers or climbing of cars to inspect 
ce compartments or hoppers, checking of private and commercial aircraft under 
lifficult conditions, inspecting vehicular traffic with multiple traffic lanes where 
any lack of alertness may result in serious injury; and the riding of trains in and 
out of adjacent territory in connection with advanced inspection of passengers. 

In reference to the hazardous duties required of immigrant inspectors, they 
apprehend and detain aliens and are responsible for their safety and must take 
all precautions to prevent their escape until such time as their cases receive 
appropriate disposition. As the result of circulars, telephone calls, ete., from 
other Government law-enforcement agencies, both Federal and local, they are 
required to prevent the departure from the United States and detain persons 
wanted for various crimes including murder, bank robbery, smuggling, assault, ete. 
In many cases this places the immigrant inspector in extreme personal danger in 
attempting to prevent the last means of escape for persons who have eluded other 
aw-enforeement officers throughout the country. 

In addition, immigrant inspectors work under all types of weather conditions 
from extreme heat to extreme cold. They are, at most land border ports, required 
to perform inspection alternately in the office and out of doors on the traffic lanes 
Where they may frequently be required to go from a heated office to outside 
temperatures of 20° to 30° below zero. They also encounter extreme weather 
conditions in the course of boarding ships at piers or at anchorages. They are 
required to work a variety of shifts arranged throughout the day and night, and 
are called upon to work on Sundays and holidays and to perform overtime services 
at night. The tolerance for such extended and irregular working hours has proved 
much greater in younger men. 

\ competent immigrant inspector is one who is throughly acquainted with a 
wide range of immigration laws and regulations in addition to having certain other 
inspection skills. These skills and knowledge can only be obtained after an 
extensive period of formal and on-the-job training. The employment of older 
Inspectors would increase the initial cost of training in that the average length 
of service of the indivi?ual inspector woul? be substantially shortened. 

The question of adaptability also is of great importance in filling these positions. 
\ young man coming into the inspectional field learns quickly and adapts easily 
'o changes in living and working conditions as are often required by the reassign- 
nent and transfer of inspectors from one part of the country to another. This 
would be true to a lesser degree with older employees. Because immigrant in- 
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spectors may be assigned a wide variety of duties under many conditions, flexj- 
bility in the organization is very desirable. The extent to which older inspectors 
cannot be assigned to more rigorous types of inspectional duties may limit the 
flexibility and adaptability of the organization in meeting its responsibilities jn 
the enforcement of the immigration and nationality laws. 

As examples of the above, the following information is submitted. While 
making an inspection of a busy port of arrival on the Mexiean border, an inspector 
was killed when he stepped in front of amoving car. In other instances, inspectors 
have suffered injuries of various kinds in boarding ships or in the course of inspect- 
ing vehicular traffic. During the course of an examination of an alien seeking 
entry into the United States at Blaine, Wash., the alien resented questioning and 
when asked to stand for search, drew a revolver and attempted to shoot the 
officers. During the scuffle, one immigration officer was fatally wounded and 
others were injured. Another was knifed while inspecting at an international 
bridge. One was shot by an escaping bank robber while being questioned by the 
immigrant inspector, and another was fatally injured as the result of driving off 
a dock while performing his duties during severe, inclement weather during the 
night, along with numerous other incidents involving physical injuries as the 
result of subduing or apprehending both aliens and other fugitives. 

The Immigration and Naturalization Service is a law-enforcement agency, 
In this connection, immigrant inspectors are a uniformed force of this Service 
concerned primarily with the enforcement of laws relating to immigration and 
nationality involving such matters as admitting, questioning and detaining persons 
entering, departing or passing through the country. 

In accordance with the above, we are firmly convinced that the matter of age 
is one of utmost importance in setting standards for ceriain positions, and expe- 
cially so for uniformed iaw enforcement positions with this Service. To lower 
the requirements for assignment to this position would result in lower performance 
standards and thus seriously impair the efficieney of the Service and its respon- 
sibilities. 


IMMIGRATION AND NATURALIZATION SERVICE DETENTION OFFICER (45-Y} 
MAXIMUM AGE LIMIT, NOT WAIVED FOR VETERANS) 


Detention officers have custody of, and are responsible for, aliens under deten- 
tion while in transit to and from vessels, planes, penal institutions, detention 
quarters of this Service, to courts and counsel’s offices, adjacent countries, et 
These aliens often include members of criminal and subversive classes, many of 
them requiring constant vigilance to maintain custody, prevent escape, and 
some cases to restrain violent or mentally disturbed detainees. It is not the 
policy of this Service to use handcuffs unless necessary. Therefore, young, ag le 
men are needed to escort aliens. scapes have occurred when officers 50 years 
of age and over have been escorting voung detainees and subsequent investigatior 
made it appear that poor discretion was used in sending an older officer with 4 
young detainee. Detention officers of this Service are constantly liable to physical 
violence and must maintain a sufficient degree of agilitv to protect themselves 
subdue violence, and prevent escapes at all times. 

Like all other law-enforcement positions requiring the apprehension, detentior 
and custody of humans against their will, the matter of age becomes of paramoun 
importance. It is quite apparent that elderly persons cannot be expected to 
protect themselves from bodily harm and perform the other essential duties 
required in emergent situations as well as younger emplovees. 

\s examples of the above, the following instances are cited involving employees 
50 vears of age or over. On one occasion, a detention officer over 50 was grabbed 
around the throat by one of the detainees. Another one was given a black ey 
and two of his teeth were knocked out by the detainee. Another one was hit 
on the nose with a suitcase and still wears the sear. Another had a rough and 
tumble fight with an alien in order to subdue him. Still another was bit on the 
cheek by one of the detainees. Another was knocked down and badly injured 
On one occasion. a detention officer had to go into the dayroom where 300 me! 
were rioting due to Communist agitators. Nineteen of these agitators wer 
forcefully taken from the room by the officer aided by 20 Coast Guard men. 
Approximately a year ago, an officer over 50 vears of age took an alien to court 
As they were leaving the court, the alien darted away and the officer was unable 
to keep up with him. Similar situations have happened previously. 

Matrons go into dangerous neighborhoods to pick up young women prostitutes 
Not long ago one of these young women escaped from a matron who was simply 
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not agile enough to overtake her. It is now necessary to send a young male 
officer along with the matron for added protection. 

In addition, because of the arduous nature of the duties and the physical 
standards required for successful performance of these duties requiring a detention 
officer to be on his feet for the entire 8 hours a day and to be able to constantly 
protect himself at all times and subdue violence, we have found that older officers 
are not alert enough for such duty, especially in the handling of mentally unbal- 
anced, known crimina!s and subversives. In the interest of safety, both to the 
detainees and the officers, it is necessary that a proportionate share of the men 
in the force be comparatively young. In this way, they can assimilate training 
much more readily, are more apt to command the respect required, and in appear- 
ance and bearing are better officers. 

The Congress has already recognized the arduous and hazardous duties of this 
work by providing for retirement of detention officers at age 50 after 20 years’ 
service. Therefore, it would appear to be inconsistent for the law to allow for 
retirement at 50 years of age and at the same time require recruitment and place- 
ment of employees beyond the retirement age. As this Service is a law-enforcement 
agency, it is our firm belief that positions dealing with the actual enforcement of 
the immigration and nationality laws involving apprehension, detention and 
custody of humans against their will should justify the setting of 2 maximum 
age limit for these positions. To do otherwise would seriously impair the efficiency 
of the Service. 

BUREAU OF PRISONS CORRECTIONAL OFFICER 
(45-YEAR MAXIMUM AGE LIMIT, NOT WAIVED FOR VETERANS 


Prison work is a career service 

It is not possible to recruit persons capable of immediately being placed in 
productive assignment. It is necessary that persons recruited to this service be 
flexible in mind and attitude, be capable of participating in the very comprehensive 
in-service training program, and efter acquiring prison experience as well as 
understanding of rehabilitative methods have yeers of activity ahead in which 
to apply the special skills and knowledges which have a severeiy limited career 
application. 
Capability for arduous duties essential 

Appointees to this position are required to qualify in jujitsu defensive tactics 
and be certified as physically qualified to perform arduous duties. Appointees 
unable to participate in this training and maintain full physical qualification are 
a hazard to themselves and their associates, and are unable to protect weaker or 
passive prisoners who are attacked and assaulted by psychotic or criminally 
insane inmates. In prison work employees are unarmed and have no weapons 
for their personal protection. They must depend upon their own agility, knowl- 
edge of jujitsu, and physical stamina. 
Must pass annual physical qualification tests 

The United States Public Health Service will not certify persons for full defensive 
training who have passed their 45th birthday. Employees whose annual physical 
examinations reflect inability for full duties are recommended for disability 
retirement. Persons should not be recruited who might be expected in the 
initial vears of their career to disqualify for the duties to which appointed, 


Prisoners currently committed are much more difficult to control 
Since World War II the average age of prisoners confined has annually become 


more youthful. As an aftermath of the war much of the population is made up 
of vigorous young men, many trained in commando tactics who are Army-Navy- 
Air Yoree prisoners transferred from military control of the Federal Bureau of 
Prisons due to their hopeless, resistive, and assaultive attitudes. It requires 
vigorous leadership to deal with these inmates. 
Supervisors in prison work are developed from within the organization 

It takes 8 to 10 vears for a correctional officer under normal promotional 
practices to qualify for a supervisor. As a supervisor he must be physically 
capable of leading a group of officers in suppressing an uprising, breaking up mob 
disturbances, and engaging in physically immobilizing prisoners. If these sea- 
soned, experienced employees are not recruited before middle age the physical 
deterioration of the entire organization will be particularly reflected by a lack of 
physical vigor among the supervisory personnel. A warped and inflexible organi- 
zation would result. 
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Effects of removing age limitation 


(a) During World War IT recruitment standards were relaxed. Persons were 
employed who had passed their 45th birthday. The past 10 years have repeated] 
proven by specific incidents the wisdom of a maximum recruiting age for correc. 
tional officers. Assaults by prisoners have been upon the older officers whom the 
prisoners knew were less able physically to defend themselves. Attempts by 
prisoners to escape, to connive, and to evade regulations were committed while 
under supervision of older and less physically mobile officers. 

(b) Disciplinary actions and forced separations during the past 10 years haye 
been disproportionately increased due to the inability of officers recruited during 
World War II to carry the full duties and responsibilities of this work. This js 
an unsatisfactory and an unfortunate alternative to proper initial recruitment 
standards. 

(c) It is not possible to construct physical and duty tests for reeruitment 
examination purposes which may be substituted for the age limit factor. Medica] 
service in the Bureau of Prisons is provided by representatives of the United 
States Public Health Service. We are informed there is no specific equivalent 
suitable gage for determining the applicant’s physical reserve, tolerance to pro- 
longed arduous duties, stamina in extremely critical and hazardous situations 
flexibility under continuing pressure, tension and aggravation. 

(d) Prison work is the end product of law enforcement. The police officer, 
the investigator, the uniformed agent are recognized as jobs requiring younger 
personnel. Yet the contacts of these employees are largely in the environment 
of a law-abiding public. On the other hand the correctional officer works con- 
stantly in an environment saturated by persons who have been in conflict with 
the law. 


UNITED States DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 3, 1955 
Hon. WarREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill 1956, 
United States Senate, Washington, D. C. 


Dear Senator Maanuson: It has been brought to my attention that the 
House of Representatives has included in the independent offices appropriation 
bill, 1956, a limitation on the Civil Service Commission as follows: 

“No part of any appropriation contained in this title shall be used to pay the 
compensation of any officers and employees who allocate positions in the classified 
civil service with a requirement of maximum age for such positions.” 

This limitation would prevent the Commission from establishing maximum 
age limits for any employment in the competitive service. 

I am informed that my activities on behalf of the older worker were cited to 
support the proposed limitation and to show that the Commission’s actions in 
establishing age limits were in conflict with my purpose. 

As Secretary of Labor, I have been advocating very strongly the employment 
of the older worker. It is my understanding that the Civil Service Commission 
also supports my views for the employment of the older worker in the competitive 
service. 

The employment of older workers should be based upon the principle that 
workers be selected for employment and training on the basis of ability and 
qualifications for the job regardless of age. In applying this principle to certain 
types of work, it is necessary to consider age factors in relation to the demands 
of the job on the worker and the Government’s investment in long-term training 
for the worker. 

I find no inconsistency between my views and the Commission’s efforts to 
identify those positions in which age limits are justified in terms of the require- 
ments of the job or the Government’s investment in long-term training. ‘The 
jobs such as journeyman in the trades and crafts, professional and technical 
office workers, and others represent by far the greatest number of jobs and these 
jobs are open to the older worker. 

This should not, however, be taken as an endorsement on my part of the 
individual age limits heretofore established by the Commission. I understand 
that the Commission is currently studying existing age limits to insure that in 
ach case they are in conformity with the principle stated above. _ It is, I believe, 
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appropriate that the Commission be authorized to make these determinations 
based on a thorough study of the needs of the service. 
| appreciate this opportunity to give you my views. 
Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


AUTHORITY TO FIX MAXIMUM AGE LIMITS 


Mr. Youne. The difficulty of this particular provision is that it has 
the net effect of removing from the Civil Service Commission the dis- 
cretionary authority of fixing of maximum age limits for certain com- 
petitive civil service lists. This is in no way to be construed that the 
Commission does not encourage the employing older people where it 
is appropriate and practical to do so, but there are certain types of 
Federal work that do require the service of younger men and women. 

The Commission is constantly reviewing occupations, especially 
these, and we have removed many age limits in the past 2 vears. 
jut there are some jobs where we feel, and where the agencies and 
departments feel very strongly that you have to have a maximum age 
limit. 

Now, these positions fall into two general categories. 

The first type or first group of positions is where you have hazard- 
ous or arduous duties such as fire-fighting, border patrol, secret service, 
and narcotics agents. 

Senator Magnuson. Pilots, electricians, linemen, and so forth. 
You have them listed here. 

Mr. Youne. Yes, sir. They are in one of those two letters ad- 
dressed to you. 

Senator MaGNnuson. Yes. 


RECRUITING DIRECT FROM COLLEGES 


Mr. Youne. The second group has to do with trainee jobs where 
we are recruiting younger men and women, usually direct from col- 
leges or other educational institutions and where we would like to 
have a maximum age limit because in putting in the training program 
and developing these youngsters for their Federal jobs on a career 
basis, it is our hope they will spend the next 20 or 30 years, whatever 
it may be, in the Federal Service; that is the way you can get your 
maximum amount of investment out of doing this kind of training 
program for those people. 

Now, that in no way interferes with our hiring older people who 
have no need for that kind of training; it has no bearing on that at all. 

This is a well-organized program for bringing into the competi- 
tive service these younger people that we would like to keep on a 
permanent career basis. It is really an on-the-job type of training 
program. We feel that that is one of the coming things in our dev elop- 
ment of the career service in the Government that we have been 
trying, working on hard, to build up in the last few years on a 
permanent basis. 

Certainly the Congress, in its last session, did such a great deal in 
the way of awards and fringe benefits and other types of good per- 
sonnel legislation that I think we are well on the road now toward 
developing a good solid career program. 
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Those are the two areas. 

Senator MaGgnuson. Two general areas? 

Mr. Youne. Two general areas, groups of positions that this 
particular prohibition would relate to. 


CURRENT LAW 


You might be interested in what the current provision is in the 
current law gove ring this? 

Senator Magnuson. What is that? 

Mr. Youna. I will be glad to read that to you, Publie Law 455, 
and this has worked very well. 

The Civil Service Commission shall not impose a requirement or limitation of 
maximum age with respect to the appointment of persons to positions in the 
competitive service except such positions as the Civil Service Commission may 
publish from time to time in such form and manner as it may determine: Provided 
That no person who has reached bis seventieth birthday shall be appointed jin 
competitive civil service on other than a temporary basis. 

That is the present provision; that gives the Commission discre- 
tionary power and it has been exere ‘ised very carefully and is pretty 
much ‘unde ‘r constant review. It is one of those tools of management 
which, in my opinion, is necessary for doing a good administrative 
job. 

Senator MaGnuson. Yes, and I suppose also you have to have 
some flexibility because of the cropping up of new types of jobs in 
new fields where you do not have the same concept as we did 10 years 
ago. 

Mr. Younc. Especially in this atomic age. 


PROVISION STRICKEN IN HOUSE 


Senator MaGnuson. In the House there was knocked out on a 
point of order the following: 

The Civil Service Commission shall not impose a requirement or limitation of 
maximum age with respect to the appointment of persons to positions in the com- 
petitive service who are otherwise qualified: Provided, That no person who has 
reached his seventieth birthday shall be appointed in the competitive civil service 
on other than a temporary basis. 

That was in the House bill but was knocked out on a point of order. 

Mr. Youna. That is right. 

Senator MaGnuson. And then this section 108 was put in, which 
you suggest now should be taken out, and that you revert back 
the basic provisions of the basic law? 

Mr. Youna. Kee ‘ the present language which is in Public Law 
455, 82d Congress, 2d session. 

Senator MaGnuson. Then we will put in the record your letter to 
me pointing out some of the reasons and justifications for this. 

Mr. Youna. That would be fine. 

I think that is a very complete statement witb respect to it. 

Senator MaGnuson. We will look into that matter. I appreciate 
that it is a very delicate one with a great number of people but there 
are times when you do have to encourage people to get into the 
service. 
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SURVEY RESULTS 


Mr. Youna. It is interesting to note that we made a quick survey 
of the Air Force, for example, and we found that in only 11 percent 
of the civilian positions in the Air Force was there any maximum 
age limit and that maximum age limit was at the age of 62, with the 
exception of seven-tenths of 1 percent of those civilis an positions in 
the Air Force where there was a lower age limit than 62, which is a 
pretty good example of how we are trying to keep this limited and 
doing it only where necessar Vv to get the job done. 

Senator Maanuson. Now, there has been some criticism among 
some civil-service employees as to the possibility, wehther it has 
actually happened or not I do not know, where a man has been in 
the civil service say for 18, 19, or 20 years and then a ruling will 
come along on his age and he may be out. 

Is that the case in any of these jobs? Supposing you use your 
discretionary power there now on a job existing and decide to put an 
age limit on a person who has been there for some time. 

Mr. Younc. That would have no effect with respect to promotions 
or transfers. This is on new applicants. 

Senator MaGnuson. How would he be affected if you did decide? 

Supposing you thought it became necessary to put an age limit on. 
That would not be for the people in there, that would be for the 
people vou bring in? 

Mr. Youne. That is correct. 

Mr. Macy. Solely for examining purposes for those coming in from 
the outside. 

Mr. Younc. You have that situation, for example, in the border 
patrol where during the war you had to bring in older people. 

Senator MaGNnuson. Some of them are still there? 

Mr. Youna. Oh, ves. 

Senator MaGnuson, Now, you may want to bring in for your 
newer people, you may want to bring in a younger group? 

Mr. Youna. Absolutely. 

Senator MaGnuson. It may seem desirable. 

Mr. Youna. For instance, bringing in these older people during the 
war period was a pretty good demonstration that you needed to 
bring in younger people when you could get them in many cases on 
these hazardous jobs. 


PERSONNEL IN COMMISSION 


Senator MaGnuson. How many employees do you have in the 
civil service? 

Mr. Young. Roughly, 3,900 in the Commission, of which this 
appropriation covers about 2,800. 

Senator MaGnuson. Of course, in all these cases there would still be 
compulsory retirement at age 70? 

Mr. Youne. Oh, yes. 

Senator MaGgnuson. You have 3,900? 

Mr. Youna. 3,900 in the Commission, of which this appropriation 
covers 2,800. The 1,100, paid out of a revolving fund are largely 
investigative personnel. That work the Commission operates on a 
reimbursable basis for other departments and agencies. 


62275—55 24 
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INVESTIGATIONS 


Senator MaGnuson. Under your so-called loyalty checks, do yoy 
use mainly your own men or do you draw on the FBI a great deal? 

Mr. Youne. Last year we did about 40 percent of the investigation 
work in the Government. The FBI did 20 percent and the other 
agencies did about 35 to 40 percent of the investigations. 

Senator Magnuson. In other words, what you try to do is if 
possible let the other agencies do as much as they can for their own 
jobs? 

Mr. Youne. No, the other agewvies that do their own investigating 
are largely military. 

Senator Maanuson. I was speaking of new positions. 

Mr. Young. So am I. We do all of the qualifications investiga- 
tions on applicants, security investigations on applicants except in 
two types of cases, the case where we run into some loyalty or sub- 
versive problem, in which case we turn it over to the FBI. We do 
not handle those in our Investigations Division. 

The other type of situation is where the agency has its own 
investigating force where we do not participate at all. 

Senator MaGnuson. Once a person is assigned, say, to work for 
agency B, once he is waeeeng, then that is done not by the Civil 
Service, although he is under Civil Service, but by that agency itself? 

Mr. Youne. We would do it unless it had its own investigative 
force. 

Senator Maanuson. Most of them do; do they not? 

Mr. Youna. No. 7 

Senator MaGnuson. Then you have to do that? 


Mr. Youna. As I say, last year we did 40 percent of all the 
Government investigations. 
Senator Maanuson. I see. 


INVESTIGATING STAFFS 


Mr. WixuiaMs. There are only seven agencies in addition to the 
Commission which have their own investigating staffs. 

Mr. Youne. We did 40 percent of the total investigations work 
and the FBI did 20 percent and then the rest was covered by the 
other agencies. 

Senator Macnuson. The FBI would take the so-called major cases? 

Mr. Youna. The loyalty and subversive type of case they get. 

Senator Magnuson. Then you take the rest on new applicants. 

Mr. Youne. We take the rest, straight civilian cases. 

Senator Macnuson. Do you have enough men in the field 
conduct investigations? 

Mr. Youna. Yes. We are getting along very well I think, as far 
as personnel is concerned. 

I was interested in your remarks this morning, Mr. Chairman, 
about reorganization when you had another agency before you. We 
went through a very far-reaching fundamental basic reorganization 
in the Commission a little over a year ago which has produced _per- 
haps not economies in terms of any drastic drop in the budget, but 
a great increase in efficiency in terms of utilization of our personnel, 
with the result that with our appropriation having dropped some 
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over What it was 3 years ago, in fact quite a little, 3 or 4 million 
dollars I believe? 

\ir. WiiuiaMs. From 19 to 15 million dollars. 

Mr. Young. Yes. Weare still keeping really very current with our 
investigation workload. In fact, the time element that it takes to 
make an investigation is constantly going down all the time. 

It runs 30 to 60 days now for a good investigation and at a minimum 
cost. 

Senator Magnuson. Thank you very much. We appreciate your 
coming up. 

Mr. Youne. Thank you, gentlemen. 

Senator MaGnuson. We will recess until 2 p. m. tomorrow after- 
noon. 

(Whereupon, at 3 p. m., Tuesday, May 17, 1955, the subcommittee 
recessed, to reconvene at 2 p. m., Wednesday, May 18, 1955.) 
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WEDNESDAY, MAY 18, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2:15 p. m., pursuant to recess, in room 
G-16, the Capitol, Hon. Warren G. Magnuson (chairman of the 
subcommittee) presiding. 
Present: Senators Magnuson, Dirksen, and Saltonstall. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


STATEMENT OF HON. GORDON ALLOTT, A UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


APPROPRIATION ESTIMATE 


Senator Magnuson. The committee will come to order. We 
have the Federal Civil Defense Administration. For the purposes of 
the record, the appropriation in 1955 was $48,025,000. The budget 
estimate for 1956 was $59,300,000. The House allowed $53,400,000, 
and that is $5,375,000 above the 1955 appropriation, and minus 
$5,900,000 from the budget estimates of 1956. The agency is asking 
for the restoration of the $5,900,000. 

Senator Dirksen. Mr. Chairman, may I note for the record at the 
outset that Senator Saltonstall was here. He has been called away 
io a meeting of the Armed Services Committee. He does happen, 
among other things, to be chairman of the Subcommittee on Civil 
Defense of the Armed Services Committee. He has a very special 
interest in this bill which he wanted noted for this record, and in the 
other item that we have here this afternoon. 

| should direct attention to the fact that Senator Allott is here also. 
| think he has another committee meeting this afternoon. If he has a 
statement perhaps he would like to get away. 

Senator MaGnuson. Senator, we would be glad to hear from you. 


GENERAL STATEMENT 


Senator ALLotr. Mr. Chairman, I am not quite certain that the 
item of which I want to speak is specifically related to your investi- 
gation this afternoon. I believe it is and if not, I would appreciate 
your placing my statement in the record at the appropriate place. 

| am Gordon Allott of Colorado, and during the past 4 vears have 
been Lieutenant Governor of the State of Colorado, prior to January 
1,1955. As Lieutenant Governor I have served as vice chairman of 
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the Civil Defense Council of the State of Colorado and have had soi 
familiarity with the workings of that council. 

I wish to appear here today in support of the $12 million item which 
was asked for in the second supplemental bill but was taken out jn 
conference. I do not know what means this committee has of putting 
it back in, but I think it should be included 


TELEGRAM FROM DENVER MAYOR 


I also, in support of my position, want to include in the record a 
wire which I received, from Quigg Newton, mayor of Denver, whic 
is as follows: 


Urge your support President’s request for a supplemental appropriatio 
$12 million to Federal Civil Defense Administration to be used to develop evacua- 
tion, shelter, and operational plans for certain cities including Denver. Via 
air mail am forwarding to you estimated cost construction adequate civil defi 
evacuation routes this city. Estimated cost construction to points beyond |) 
zone Box bomb $35,670,000. 

Qvuica Newton, Mayor of Denw 


Because we had made some notes on the original wire in my off 
I will ask to leave a true copy with vou. 
(The document referred to was filed with the committee.) 


CIVIL-DEFENSE PROGRAM OPERATION 


Senator AtLtorr. May I mention this one item in addition, \| 
Chairman. I am here primarily not alone because I received a wir 
from a very valued friend and constituent but because of having bee: 
in the capacity which I have for the past 4 years, I realize fron 
working level the problems which the very capable Administrator, 
Governor Peterson is encountering. Of all the things which concern 
me with national defense and our international policies, one of the 
greatest is getting our civil-defense program into gear so that we can 
make it effective. 

I am not sure what the complete answer is, but I do know that he 
needs the maximum support in his civil-defense program, and I appear 
in his behalf, and in support of this particular item. 

Thank you very much for your courtesy in permitting me to make 
this short statement. 

COMMUNICATION 


Senator MaGnuson. Thank you, Senator. If you want to add 
anything to the record, we will leave the record open. 

Senator AtLtotr. Thank you, sir. 

(The following letter was later submitted: ) 

APRIL 18, 1955 
Mr. Patrick HEAty, Jr., 
Executive Director, American Municipal Association, 
Washington, D. C. 


Dear Mr. Heaty: Several weeks ago a committee composed of the traffic 
engineering department, the planning department, and the city engineer’s office, 
was formed to prepare an estimate of routes to be used for evacuation of Denver 
in case of emergency. Several meetings of this committee were held, and agree- 
ments were reached on procedures. The conclusions were based on the Third 
Draft—Report Civil Defense Committee on Evacuation, dated January 1955. 

Estimates included herein are integrated with the tabulation ‘Evacuation 
route capacities versus demand”’ shown on page 7 of the report, and the assump- 
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tions reflected by the tabulation were accepted. In this connection it should 
he emphasized that we have attempted to show a solution of the problem set up 
in the civil defense committee report which is only one of an infinite number of 
possibilities. 

' The tabulation in the civil defense committee report indicates that the routes 
as selected will handle about 47 percent of the expected demand. Therefore, a 
large amount of work is needed to correct the deficiencies in capacities of the 
routes. Much of this work is included in the master street plan of Denver, and 
all of the proposed projects included in the bond proposal fit in with the civil 
defense needs. A summary of the estimates, as tabulated at the end of this 
report, Shows that the cost of construction to provide routes to points beyond 
the zone D line, a circle 7.4 miles from ‘‘ground zero” as shown in the civil defense 
committee report would be as follows: 


Estimated cost of construction in Denver $25, 141, 000 
Estimated cost of construction beyond Denver city limits 10, 529, 000 


Grand total 35, 670, 000 


The deficient items in the tabulation were analyzed, and the capacities were 
increased by using other streets and by indicating estimated construction work 
required to increase capacities to meet the estimated demand. These are discussed 
the following paragraphs. 

5. West 32d Avenue 

Widen West 38th Avenue 

2. Widen Speer Boulevard and 14th Street Viaduct. 

3. Construct Vallev Highway Interchange at Speer Boulevard. 

4. Improve 14th Street Viaduct Approaches and access from business 

area to north sections of city. 


5. We st tith Ave rive 


Other street routes used: None. 

Construction work required: 

1. Construct West 6th Avenue-Vallev Highway Interchange. 

2. Construct West 6th Avenue and West Sth Avenue routes from Kala- 
math Street to Lowell Boulevard. 


tem 12. North Federal Boulevard 


a) Other street routes used: Lowell Boulevard, Sheridan Boulevard, and West 
Avenue. 
bh) Construction work required: 
Widen Federal Boulevard. 
Widen Sheridan Boulevard. 
Widen Lowell Boulevard. 
Construct 15th Street Viaduct and Platte River Bridge. 
13. North Pecos Street 
Other street routes used: Tejon Street and 56th Avenue 
Construction work required: 1. Widen and extend Pecos Street north of 
nver, 
15. South Broadway 
a) Other street routes used: South Logan Street, South Clarkson Street, 
th Downing Street, Hampden Avenue, and South University Boulevard. 
h) Construetion work required: 
1. Widen South Broadway. 
2. Widen South Logan Street. 
3. Improve South Clarkson Street. 


16. North Washington Street 


a) Other street routes used: Larimer Street and 38th Street Underpass, 
coln Street. 
Construction work required: 1. Widen 388th Street and Washington Street. 
1?. Brighton Boulevard and Welby Road 
Other routes used: Vine Street, Franklin Street, and 58th Avenue 
Construction work required: 1. Widen roadway on Vine Street, Franklin 
t and 58th Avenue. 
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Smith Road 


Other street routes used: 32d Avenue, Quebee Street, North Crosst: 


‘way on 46th and 44th Avenues 
Construction work required: 
1. Widen Smith Road. 
2. Construet North Crosstown Freeway. 
Item 20. East Colfax Avenue 
(a) Other street routes used: 13th, 14th, and 17th Avenues. 
(b) Construction work required: 1. Widen 13th, 14th, and 17th Avenues 


Item 21. East Fighth Avenue 


a) Other street routes used: Monaco Boulevard, Alameda Avenue, Quel 


Street, Mississippi Avenue, and 12th Avenue. 
(b) Construction work required: 1. Extend 12th Avenue route east of Der 
Item 22. Parker Road 
(a) Other street routes used: North Cherry Creek Drive. 
(b) Construction work required: 1. North Cherry Creek Drive 
Ite wis 23.4 and Bb. South | alle y Highway 
(a) Other street routes used: Louisiana Avenue, ete., to West Cherry | 
Drive, Valley Highway 
6) Construction work required: 
1. Evans Underpass at Valley Highway. 
2. Additional lanes on Valley Highway south of vans Avenue. 
Ite m 24. South Unive rsily Boulevard 
(a) Other street routes used: Buchtel Boulevard and South Colorado Boule, 
h) Construction work required: 1, South University Boulevard 
lte wi DS. Alameda Ave ide 
a) Other street routes used: Quebee Street and Mississippi Avenue. 
b) Construction work required: 1. Alameda Avenue, Quebec Street 
Mississippi Avenue. 


Item 26 and 27. Valley Highway North via 20th and 23d Street Viaducts 


} 


ver 


reek 


a) Other street routes used: 20th and 23d Streets, Court Place, Dow 
Street, 23d and 26th Avenues, Colorado Boulevard, Montview Boulevar 


Yosemite Street. 
b) Construction work required: 
1. 19th Street Viaduct 
2. 23d Street Viaduct. 
3. 20th Street Viaduct ramps 
t. Montview Boulevard widening 
5. Construct Valley Highway Extension North. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 375 


The cost of all work required to provide the evacuation routes proposed in the 
ivil defense committee report is estimated to be as shown in the following: 


Recapitulation 


Estimated cost 
outside Denver 
to zone D line 


Estimated cost 
within Denver 


North Lowell Boulevard 

Colorado No. 72 via West 46th and West 48th 

West 44th Ave ‘ 

West 38th Ave 

West 32d Ave __- ; $4, 726, 000 

West 26th Ave 

West Colfax Ave P 

West 6th Ave ee : 4 000 

West Alameda Ave 

West Jewell Ave__- 

West Hampden Ave . 

North Federal Blvd__- , 730, 000 4, 130, 
North Pecos St 945, 
South Sante Fe Dr... - 

South Broadway 955, 000 400, 
North Washington St ; 538, 000 550, 
Brighton Blvd-York St 000 120, 
Vasquez Blvd-Colorado Blvd_- 

Smith Rd a l, 000 660, 
East Colfax Ave 2, 327, 000 910, 
East 8th Ave__- a 240, 
jSouth Valley Highway... ‘ 000 


Parker Rd 000 160, 
South University Blvd___- 000 270, 
East Alameda Ave a 000 400, 


}North Valley Highway- ean 512, 000 1, 240, 


Total Gone z 7 25, , 000 10, 529, 
Grand total_..---- ; ; — 35, 670, 000 


Sincerely yours, 
Quiag Newton, Mayor. 


STATEMENTS OF VAL PETERSON, ADMINISTRATOR, FEDERAL 
CIVIL DEFENSE ADMINISTRATION; HAROLD AITKEN, EXECU- 
TIVE ASSISTANT ADMINISTRATOR; AND FRANK STARR, BUD- 
GET OFFICER 


JUSTIFICATION AND SUMMARY STATEMENT 


Senator Maagnuson. Mr. Peterson, I believe you are goimg to 
testify for your division. We will be glad to hear from you. 

Mr. Pererson. Thank you, sir. 

This is Mr. Aitken, my executive assistant, and Mr. Starr, my 
budget officer. 

Senator Magnuson. We will be glad to put in the record your 
answer, dated April 11, to a letter from me, justifying your request for 
the restoration, and a summary statement from the justifications. 

(The information referred to follows: ) 
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FEDERAL CrviL DEFENSE ADMINISTRATION, 
Washington 25, D. C., April 11, 1955 
Hon. WARREN EK. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent 
Offices Appropriation Bill, 1956, 
United States Senate, Washington 25, D. C. 


Dear Mr. CuHatrMAN: The House of Representatives has passed H. R. 5240 
making appropriations for independent offices. This bill reduces the Federg 
Civil Defense budget request for fiscal year 1956 by $5,900,000. Our operations 
appropriation is reduced by $600,000 and emergency supplies and equipny 
appropriation by $5,300,000. 

The appropriation estimate for ‘Operations’? as submitted to the Hous 
included funds for the minimum personnel necessary to discharge Federal ciy; 
defense responsibilities projected at the time of the budget preparation. ivi 
defense problems and the workload of this agency have increased with the public: 
tion in the meantime of information as to the effects of new weapons. The res 
is a material increase in scope of responsibility for the Federal Civil Defe: 
Administration. 

In addition to this, the President has submitted a supplemental appropriat 
request for “Surveys, plans, and research’ for this Administration, to be availal 
in the current and subsequent fiscal years. This new program will require per 
sonnel in addition to that currently assigned, and that contemplated in the reg 
1956 budget request. Since this new program was not contemplated when ou 
regular budget was prepared, it is expected that additional funds will be requested 
to administer it, as well as to relieve the pressure of current work. 

Funds requested for the education of the public, and for research, warning 
similar programs, were minimum estimates and any reduction will jeopardiz 
adequate performance in these programs. 

A reduction of $8,000 was made in the authorization to purchase newspapers 
periodicals, and teletype news service. While this item is relatively small 
exceedingly important from our standpoint. Public Law 920 charges the FCDA 
with informing the citizens of the United States as to the threat of modern war- 
fare and as to the steps to be taken to minimize damage and protect themselves 
Educating the public to new concepts in civil defense is obviously difficult, and 
there must be an understanding of methods which are most effective. Ther 
must be vardsticks to measure this effectiveness in order that the FCDA ca 
wisely spend these appropriated funds. Some of these are subscription to a 
restricted clipping service providing nationwide coverage of news and opinions 
on civil defense; subscription to leading American dailies, a few foreign dailies 
and general and special interest magazines for similar samplings; and news tele- 
type service to keep abreast on current news—a very critical phase of any educa- 
tional program. Without these services, the FCDA educational program 
be seriously impeded, since what the public is actually thinking, saying and want 
ing to know will not otherwise be readily available. 

The reduction of $5,300,000 in the emergency supplies and equipment appr- 
priation will reduce the rate of accomplishment of minimum readiness in the area 
of medical supplies and equipment. At the present time, the total program fo 
procurement of medical supplies is based on the minimum necessary medical car 
for an average of 5 million casualties for a 3-week period. The 1956 budget 
request of $35,300,000 for fiscal vear 1956 was planned to bring the level of medica 
supplies and equipment (except for improvised hospitals) to the point where wi 
could provide minimum care for 3,500,000 casualties for a period of 3 weeks 
The rate recommended in the 1956 budget is our best estimate of acceptabl 
progress toward our eventual goal. Any reduction from the requested amount 
will postpone the eventual completion of the medical stockpile. 

After a complete review of the House action, I therefore recommend that th 
following three amendments be offered to H. R. 5240: 

1. Page 7, line 4, after “not to exceed,” strike out “$1,000” and insert ‘$9,090 

2. Page 7, line 9, after the semicolon, strike out ‘$11,000,000 and _ insert 
**$11,600,000’’. 

3. Page 7, line 25, after “‘prescribe,”’ strike out $30,000,000” and_ inser! 
“$35,300,000.” 

This will restore the total request for present FCDA programs to the $59,300,000 
as reflected in the President’s budget. 
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FUNDS APPROPRIATED TO THE PRESIDENT’S DISASTER RELIEF 


The budget request of $10 million for disaster relief under Public Law 875, 
Sist Congress, has been reduced to $2 million. The request was intended to bring 
the funds available for disaster relief to approximately $18,400,000. Although 
previous experience indicates that approximately $9,500,000 is the largest amount 
that has been allocated from this fund is 1 year, it is impossible to estimate in 
advance the number and extent of such disasters. 

Since these funds are appropriated on a ‘‘no-year’’ basis, there is no disad- 
vantage in the fund having moneys available in excess of those actually needed for 
allocation. On the other hand, since major disasters might occur when Congress 
is not in session, it is considered advisable that the fund be kept at the level 
requested. The experience in the first half of fiscal year 1955 indicates the rapidity 
with which this fund may be depleted. Funds from this appropriation are not 
obligated except upon a declaration by the President of a ‘‘major disaster” and a 
specific authorization by him to allocate funds for it. 

li is recommended that the following amendment be offered to H. R. 5240: 

Page 8, line 6, after ‘‘major disasters,” strike out ‘$2,000,000” and insert 

$10,000,000.” 

Sincerely, 
VaL PETERSON. 


Summary, Federal Civil Defense Administration appropriations 


~ in ‘ eae a - —— 


Increase 
Positions | (+) or de 
crease (—) 


Estimate, 
1955 


Request, 


> 
Positions 1956 


Positions 


OPERATIONS 


il-defense planning 200 3 $243, 000 } +-$49, S00 

(a) Research 50, 000 650, 000 — 100, 000 
vil-defense education services 2, 678 13 2, 157, 000 +140, 322 
perations control services 3, oe , 870, 000 +t} +1, 447, 800 
echnical advisory services 97 765, 305 840, 000 +74, 695 
ld representation , 202, , 361, 000 +1: +108, 100 
Executive direction 7 244, 375 255, 000 +10, 625 
‘eneral administration , 380, 34: , 224, 000 — 156, 342 
rotal appropriation 72 . 025, , 600, 000 +1, 575, 000 


FEDERAL CONTRIBUTIONS 


tack warning 22, ; — 1, 600, 000 
Communications 7 000 3, +1, 000, 000 
iblie safety services : 000 
Medical supplies and equipment 2, 000 2, 150, —350, 000 
Education services 1, 000 2, +800, 000 
lass-care equipment 000 : +500, 000 
Engineering supplies and equip- 
ment 2, 500, 000 , 250, , 290, 000 


otal appropriation 3, 000 3 000 


EMERGENCY SUPPLIES AND 
EQUIPMENT 


\iedical supplies and equipment 26, 000, 000 35, +9, 300, 000 
otal appropriation 26, 000, 000 35, +9, 300, 000 
otal appropriations 49, 325, 000 59, 300, +9, 975, 000 

Does not include $5,000 anticipatedr eimbursement 

? Includes $1,300,000 reappropriation. 


Includes $2 million anticipated carryover to 1956 
Includes $2,400,000 anticipated carryover to 1957. 


FUNDS AVAILABLE 


Mr. Pererson. During this fiscal year, we have had available 
$49.330,000. We had asked in our regular appropriation for 1956, 
for $59,300,000, and that raises the question that I should like your 
advice on, Senator Magnuson. 
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SUPPLEMENTAL REQUEST FOR SURVEYS 


You will recall that I was up here about 30 days ago in support of a 
request by the President for $12 million to permit us to carry on cer- 
tain surveys and to make certain studies in connection with evacuation, 
protective cover for the people after they are evacuated; sheltering 
the people; feeding the people, and taking care of them generally, 
We cannot do that. job until we have conducted these surveys. 

Now, as I recall, the Senate accepted the President’s recommenda- 
tion and you passed an appropriation bill granting to the Adminis- 
tration the $12 million requested. That went into “conference and in 
the conference, it was stricken because the House had not heard 
testimony with respect to this item. 

We have been directed by the Bureau of the Budget to come 
before you today and to ask for the $12 million in addition to the 
$59,300,000, and I seek your advice, perfec ‘tly willmg to proceed on 
that basis or to go back and ask for the $12 million in a supplemental 
1956 request. 

The other request was a 1955 supplemental. 

I could make a 1956 request and start over in the House. 

I would be glad to do what you suggest. 


HOUSE ACTION 


Senator MaGnuson. Mr. Cooper advises me, Governor, that the 
House deleted the item on the basis that they were going to them- 
selves hold hearings, but to date they have not done that. 

Mr. Pererson. That is correct, sir. 

Senator Maanuson. In their report on the second supplemental, 
they deleted the item proposed by the Senate. The conferees gave 
serious consideration to the item but deferred action to permit the 
House to give consideration to the program in the independent offices 
appropriations bill; but they did not. 

Mr. Peterson. No; we have not been heard in the House with 
respect to this item. 

I want to proceed in the way that will be acceptable to the Senate 
and to the House. 

Senator Magnuson. The Senator from Illinois and I do not need 
to hear testimony on the item because we have already passed on it. 
We will take that up with the full committee because surely there 
would be no reason for the Senate committee now not to approve of 
something they approved practically unanimously 30 or 40 days ago. 

We will see whether they think we should put it in here and take it 
to conference. 

In the meantime, the House may have proceeded to hold some 
hearings, and might be ready for it in conference in the regular bill. 
Then if that does not work, I suppose we would have to come back 
again in a supplemental. 

Senator Dirksen. Might I suggest, Mr. Chairman, that we indicate 
to Mr. Cooper that he contact the chairman, or vou can contact the 
chairman, of the House subcommittee, tell him that this matter is 
before us, and we think rightly, here as a result of what was written 
into the conference report on the second supplemental, and ascertain 
whether or not they are going to conduct hearings, and if so, whether 
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they will be right soon so that we do not have the difficulty encountered 
before where the House took no testimony and then refused to consider 
the item on the ground that they had no basis for its consideration. 

| think that that might expedite some action and might persuade 
the House committee at least to take testimony. 

Mr. Prererson. May I say, Mr. Chairman, that at the time of my 
appearance here, I was in communication with Congressman Thomas, 
who is chairman of the like committee in the House. We discussed 
this matter several times on a very friendly basis. 

We did submit to him the written material that we submitted to the 
Senate and had an understanding that he would advise me as to 
what further action he wanted me to take. 

I think the suggestion that Senator Dirksen makes would be highly 
in order because it would bring the matter again to his attention from 
this source and would be very well. 

Of course, obviously, we would be delighted to do anything that 
Congressman Thomas wishes. As far as we are concerned, we would 
be glad to be heard there any time. 

Senator MaGnuson. If we could get it into this bill and take it to 
conference and they would be ready in the regular independent offices 
bill, I think it would be better than to go through it all again in the 
supplemental. 

Mr. Cooper will try to get what information he can. I do not think 
you need to give us any testimony on that item. We can incorporate 
we previous testimony which the Senate has already passed upon if 

e decide to keep it in this bill. 

Me. Prrerson. Yes, sir. 


FIRST STUDY IN WASHINGTON STATE 


Senator Maanuson. I think the study started in my State, in 
Washington State, part of it. 

Mr. Pererson. That is right. 

Senator Maanuson. The first study was made out there. 

Mr. Pererson. The first experiment of its kind ever conducted in 
the history of the world was conducted in Spokane, Wash. I might 
have to modify that because I was speaking in Atlanta, Ga., one day, 
and I noticed a grin on the faces of my listeners, and they pointed out 
that they evacuated Atlanta at the request of one General Sherman. 


GENERAL STATEMENT 


Senator MaGnuson. Governor, you address yourself to the restora- 


tion of the $5,900,000, for which you are asking. 

Mr. Pererson. Mr. Chairman and Senator Dirksen, if it please 
you, I have a reasonably brief statement which I should like to read 
for the record, if I may. 

Senator MaGnuson. You may proceed. 


GRAVE CONSEQUENCES OF ATOMIC BOMB 


Mr. Perrrson. Mr. Chairman and members of the committee, 
only 10 years ago the atomic bomb was an unproved theory. To- 
day, the greatly multiplied and very real products of that theory hold 
the gravest consequences for every citizen of this Nation. 
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Nuclear weapons of today can destroy major parts of even our 
largest cities. In addition, the radioactive fallout from each such 
bomb exploded at ground level could have lethal effect over thousands 
of square miles. 

The nuclear progress of 10 vears has made civil defense very 
literally everybody’s business. Against the threat of a weapon so 
powerful that many of our major cities could be devastated in a single 
strike, we must build a civil defense that will enable our Nation to 
survive and to strike back. 

We must do this at the earliest possible time, because nuclea 
progress has not been exclusively ours. Russia has taken long steps, 
too. Russia continues the aggressive domination of successive coun- 
tries. These two facts create the potential of world war III, and it 
could be started by either accident or design. 

My assignment under the Federal Civil Defense Act of 1950 is to 
carry out ‘the policy and intent of Congress in providing a plan of 
civil defense for the protection of life and property in the United 
States, based on enemy capabilities. 


POLICY ASSUMPTIONS 


So long as those capabilities exist, the threat of war exists. In 
planning our civil defense against that threat we must make certain 
een. oe 

. That the enemy would use city-destroving thermonuclear 
wes pons: and 

That he might attempt a single-strike destruction of logical 
target cities, industrial complexes, and military bases. 

Such a strike would be calculated to set the scene for relatively 
easy conquest or as a phase to keep this Nation from filling the role 
it has had in two wars—the arsenal of democracy. Even if fully 
successful, an attack would involve only a small fraction of the great 
land area of our Nation. The land untouched is our defense depth. 


THREE-STEP PROGRAM 


To make full use of it in civil defense we have drawn a three-step 

ae: 

. Evacuation of people from the target cities. 

Cover for them from radioactive fallout, and shelter from the 
jie nts. 

3. Support for the stricken cities and people, rallied efficiently 
from the smaller cities and countryside. 

Very recently, I appeared before this committee in support of our 
request for $12 million in supplemental funds so that we can make 
immediate studies of these things with the cities and States, and 
finance research. We must know the facts to be obtained by such 
studies if we are to be better able to evacuate our target cities eff- 
ciently. 

At that time I presented the planning problems we face in dealing 
with both evacuation and subsequent cover from radioactive fallout, 
and it probably is unnecessary to cover that ground again. 

There is one direct relationship in it, however, to the matter di- 
rectly at hand, the budget of the Federal Civil Defense Administra- 
tion for fiscal 1956. 


hucds 


and 


eam 


do ¢ 
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RESTORATION OF HOUSE CUTS 


At approximately the same time I was appearing there in behalf 
of the supplemental funds request, the House Appropriations Com- 
mittee Was considering the Federal Civil Defense Administration’s 
budget for fiscal 1956. It reduced our operations request by $600,000 
and reduced the authorization to purchase newspapers, periodicals, 
and teletvpe news service from $9,000 to $1,000. 

| cannot urge too strongly that this committee give every considera- 
tion to the restoration of these funds. Time already is of the essence 
in civil-defense planning and preparations. Anything that would 
slow our work would be needlessly delaying the day when we may say 
with assurance that we are as ready as humanly possible for any 
eventuality. 

We do not know what time gap separates our uncertain date of 
perfected civil defense and the date when the enemy might choose to 
attack or even, by unforeseen circumstances, when he might be 
stampeded into attacking. We cannot know the Russian thinking 
or planning. We can be sure only of our own. 


PERFECTION OF CIVIL“DEFENSE PREPAREDNESS 


The one thing of which we are sure at this moment is that if attack 
came tomorrow we would be far from ready. We are obligated to 
do everything in our power to help each of the States and Territories 
to pe rfect its own civil-defense preparedness. 

This is an appraisal of readiness right now in case of an attack 
tomorrow. 

At first warning, the FCDA National Emergency Operation 


Center at Battle Creek would be activated. We are on a 24-hour-a- 
lay basis around the clock there constantly. Seven FCDA regional 
emergency ope rations centers also would be quickly activated. 

. Most States and principal cities would activate operations cen- 
ters, 's, although some would be ineffective because of their vulnerable 
locations or lack of communications and trained personnel. 

Attack warning would reach all target area civil-defense officials 
in minutes. With devices now installed, 65 percent of the people in 
those areas would hear the warnings, and two-thirds of those who 
heard would not independently recognize the signal. We have a 
tremendous in education. 

Three-fourths of the people would have some idea on how to 
protect themselves, but many lives might be lost because of individual 
preparedness. 

>. Present planning is insufficient to permit evacuating densely pop- 
wa ed cities even though we might now receive enough warning time. 

Half the communications facilities needed for efficient  civil- 
hens operations would be in place. 

7. Medical supplies and equipment available would provide emer- 
geney care for approximately 2! million surviving casualties for about 
3 weeks, It is estimated 5 million would need blood or plasma in 
the first 72 hours. Millions might die for lack of medical supplies 
and equipment and because medical personnel and facilities are not 
yet fully organized. 
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8. If H-bombs produced extensive radioactive fallout, many add 
tional casualties would result because of the serious shortage of radio. 
logical monitoring instruments. 

About one-fifth of the trained welfare personnel needed would 
be available. There would be desperate need for additional mass 
feeding facilities and for emergency lodging and other welfare services 

10. Less than one-third of the engineering personnel needed would 
be available. There would be a marked deficienc V in certain equip. 
ment required to insure sufficient water for household and casualty 
care, firefighting, and for standby light and power. 

Transportation would be seriously handicapped by damage and 
disruption because of the lack of control centers and alternate trans- 
portation plans. 

12. Our police forces combined have less than half of the personne! 
that would be needed to cope with the problems of higher-yield 
bombs—evacuation control and regulation, and prevention of mass 
hysteria and mob action. 

13. There would be about one-fourth the number of wardens 
required, and only a small percentage of these would be adequately 
trained and equipped. 


STOCKPILING EMERGENCY SUPPLIES 


In connection with the medical item mentioned, it must be noted 
that the House Appropriations Committee has aden e a by $5,300,000 
the appropriation we requested for the program of stockpiling 
emergency supplies. 

I might add here that in our total program in this area we plan to 
stockpile $411,500,000 worth of material of which at the end of fiscal 
1955, we will have in place when the material is all delivered, approxi- 
mately $132,700,000. 

We have been — eeding at an average of $35 million per ye: 

The request for $35,300,000 was based oe a minimum stoe Aisin 
accomplishment for “the next fiscal year, and I believe that this 
aspect of our budget also is worthy of revemmieeatinn by this com- 
mittee. In addition, since budget preparation, the Atomic Energy 
Commission statement on fallout bas been released, and stepped-up 
procurement of radiological instruments is a most desirable step. 

[ think I should say that the budget for fiscal 1956, which was 
submitted to the Bureau of the Budget in December 1954, and 
submitted before the fallout phenomenon was known publicly 
As a matter of fact, we had been briefed on it in midsummer. 

This budget does not reflect the steps that are necessary to meet thy 
fallout problem, except on a partial basis, and it will be our next budget 
that will reflect much of the activity that will be necessary in that 
field. 


PRIMARY RESPONSIBILITY FOR CIVIL DEFENSE 


The Federal Civil Defense Act of 1950 provides that the primary 
responsibility for civil defense rests with the States and their political 
subdivisions. 

The facts of the H-bomb combine to pose problems beyond thos 
envisioned when the law was written, and we cannot escape the con- 
clusion that civil defense has become a joint responsibility of tl 
States, cities, counties, and the Federal Government. 
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The real significance of the H-bomb to civil defense is that a series of 
individual problems has become one great problem. No one can 
escape some consequence from a thermonuclear bombing no matter 
where he lives, 

Every citizen will be involved in one of the three basic defense 
steps—in evacuating a city, in assisting evacuees, or in contributing 
to a2 Massive support effort. 

The interdependence of our cities, our economy, our industrial 
ynits makes this certain. 

It also makes very pointed the Federal responsibility for joining 
as well as leading the actions of the several States, and welding them 
into a cohesive whole. 

One thing that many people are inclined to forget is this: That while 
the vears of the atomic age are few in the span of weapons evolution, 
nevertheless, 10 vears elapsed between the first A-bomb and the 
threat we face today. We have had only 4 vears from the act of 
1950 in which to try to bring our civil defenses into a position of readi- 
ness to meet that threat. 

Of course, it is problematical whether you can ever fully meet the 
destruction of an all out atomic war, because the destruction would 
be so catastrophic that it would be difficult to meet at best. 

| believe we have made considerable progress in the time we have 
had. 

We have a sound plan for the maximum possible protection of the 
largest number of people. We know the things that we still must 
determine to make that plan both operative and effective. 

Our program of delegations to other agencies has proceeded at an 
accelerated rate with the cooperation of the Federal agencies involved 
in an effort to fully integrate civil defense into the basic civilian 
structure of government. Funds for this purpose will be requested 
as an amendment to this appropriation request. 

The States have increased their efforts to obtain civil defense sup- 
plies and equipment under our contributions program. Such mutual 
investments now amount to nearly $90 million. 

Kverywhere we are finding a new interest in seeking solutions to the 
problems of civil defense. The most pressing program at this time 
relates to the proposed evacuation studies and research. 

We remain ever mindful that we have a solemn obligation to the 
people of our nation: To keep as many of them alive as possible, 
should we suffer the kind of attack of which the enemy is capable. 

We are dedicated to fulfilling that obligation. 


FUNDS FOR PLANNING 


Senator Maagnuson. What you have said to us, Governor, on the 
$12-million item, is that there has been a delay due to the House not 
acting, that this is a No. 1 priority program irrespective of the work 
vou do normally in this matter. 

Mr. Pererson. Yes; we have already lost time in civil defense 
planning. 

Senator Magnuson. On the planning. 

Mr. Peterson. Yes; we have lost in this important area of planning, 
! would assume, 90 to 120 days by failure to receive the supplemental 
request that was made. 
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Senator Maanuson. As I recall you said that that would be play. 
ning with cities and with the other divisions of government for them 
to go ahead in cooperation with the Federal Government, they also 
having a plan for evacuation or the handling of attack. 


RADIUS OF TOTAL DESTRUCTION 


Mr. Peterson. May I answer that by making a little explanation 
If the enemy dropped a 20-million-ton bomb on Washington today, 
let is say, the radius of total destruction—and by total destruction | 
mean fractionization of the buildings, pulverization of the buildings 
and vaporization of the buildings—would be 5 miles or a diameter 0; 
10 miles. 

I might explain that a little bit, that explosion would take a building 
of this kind and just make it into rubble, just fractionize it, pulveriz 
it, and the heat in the fireball which would extend over a diameter of 
several miles would be the heat of the sun at its surface, the heat of 
6,000° C. I took occasion to translate that into Fahrenheit. That 
is 13,532° F. That means that heat would touch the earth, kiss the 
earth, so to speak for approximately 20 seconds. You can imagine 
what that heat would do to these buildings. 

Now, the first thing that we want to know, and the reason tly 
President made this request, is to find what percentage of the people 
in each of these large cities of America must be moved out to escap 
this situation that means death. What percentage must we move 
out? That permits us to know what percentage can do nothing 
better than to dig a backyard shelter and stay in the town. 

We must know how many people we must move to the countrysid: 
a distance of 50 to 100 miles. We must know what percentage oi 
these people can be accepted into the basements of structures to get 
adequate protection against radioactive fallout. 

When we know that, we can come to the Congress and ask fo. 
enough money to build enaeiliie shelters along the highways to 
protect the people. 

I personally will not come to Congress, Mr. Chairman, to ask { 
money until we have made studies, until we have removed the guess- 
work. One gets into a ludicrous and an indefensible position other- 
wise. 

The last thing that this study would do would be to permit us to 
know what percentage of these people could be sheltered and fed ove! 
a period of days or weeks in that immediate area of 15 to 100 miles 


SITUATION IN ST. LOUIS 


For instance, at St. Louis, Mo., on the basis of some preliminary 
investigations, we believe that we can find protective cover for al 
the people of that metropolitan area within a region of 15 to 100 
miles because there are no other great metropolitan cities there thal 
would impinge upon the outlying area. ; 

Senator Magnuson. In a city like St. Louis, they could go in all 
four directions. 

Mr. Peterson. Some of them could go across the river into Illinois 

Senator Magnuson. In a city like Seattle, they can go only in two 
directions, north or south. 
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CONCENTRATION OF INDUSTRIAL PLANTS 


Mr. Pererson. Your water problem creates some difficult prob- 
lems and one of the real problems in America is that from Richmond, 
Va., to Boston, Mass., because if you fly over this area as you gentle- 
men have, you will observe that it is one complete concentration of 
industrial plants and homes and cities from Richmond on up. 

In this area, we think our studies will indicate that you cannot 
accept these people and give them cover in existing structures in the 
cities and towns that are not bombed and in the farm buildings. 

We may have to undertake a building program and protect the 
people against radioactivity, “ie ause there is no use of saving a man 
from the blast and having him die in the country from the results of 
the radioactive fallout. 

Senator MaGcnuson. How would you plan if you do come back to 
Congress after this study would be made, to ask for this? Would 
that be a grant of aid or subsidy from the Government, or would you 
encourage private individuals to cooperate? 

Suppose you came back and asked for, say, $100 million to carry 
out a well-conceived plan that you would make with this $12 million. 
] understand this is not in conflict with your regular planning. 

Mr. Pererson. No, sir; not at all. 

Senator MaGnuson. This is something over and above; is that 
correct? 

Mr. Pererson. That is correct, sir. 

Senator MaGNuson. Suppose you got a well-conceived plan and 
decided to just use a figure of X number of dollars, say, $100 million. 
How would you distribute that? Would the cities go ahead and build 


municipal structures, or the States, or subdivisions “of government, or 
how would you get a private individual to invest money, say, in his 
garage if it went underneath the house, or his basement? You do 
not have that conceived as yet, do you? 


FUNDS FOR SHELTERS 


Mr. Pererson. No; we do not have the answer to that. I would 
say that for any citizen today who lives from 11 to 12 or 15 miles 
from an assumed aiming point, there is no reason why he shouldn’t 
build in his backyard now a shelter giving him complete protection 
against fire and fallout. 

Senator Maanuson. Can you get an FHA loan to do that? 

Mr. Peterson. Yes, sir. 

Senator Magnuson. FHA has recognized that? 

Mr. Peterson. As an individual I may have to try that one of 
these days myself. 

Senator MaGnuson. I was thinking of individuals who might be 
interested in doing this. Then I suppose you would necessarily have 
a grant-in-aid to a municipality, particularly a small one that might 
want to build a community structure for that purpose? 

Mr. Pererson. Yes, sir; | would think that all schoolhouses that 
are constructed from now on, outside of the area of total destruction 
by blast and fire, should have shelters right under the schoolhouse. 

Senator Magnuson. That would be a “part of the plans? 
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Mr. Pererson. That is correct, and some industry is doing that 
now. 
Mr. Aitken could comment on that. 


SCHOOL SHELTERS 


Mr. Arrken. We tested some slabs at Las Vegas recently to deter- 
mine what pressure would do to these slabs. These are some of the 
basic data needed to design such things as a floor for a schoolhouse. 

We think it is going to end up that by investing 5 to 8 percent, 
depending upon the size of the building, in additional concrete and 
steel in this slab, we can get a good shelter in the basement of a school- 
house, for example. Peripheral garages might be another case where 
vou could build shelters. The suburban shopping center might add 
5 or 8 percent to the cost and get a good shelter in that facility. 

The answer will be found in the cumulative program. 

Senator MaGnuson. What about roads? We give grants-in-aid 
to roads. What about everybody moving out over a highway and 
maybe they know that there is some school some place, but if that 
does not happen to be on the main highway, they are going to have a 
difficult time finding that school particularly with some hysteria 
present. 

Is it possible when we build these huge highways that you could 
have paths going off, and down underneath there would be at certain 
intervals a good shelter, because there we give direct grants in aid, 

You are going to find the school districts that are very hard pressed 
over the United States coming to Congress, saying: ‘‘We will be glad 
to do this, but this is an extra cost.” 

Mr. Airken. That might be chargeable to civil defense. 

Senator MaGgnuson. They will say, ‘‘The Federal Government shall 
give us the money.” 

The best example is that when we build a merchant marine ship 
today if the Government wants extra gun mounts, the Government 
pays that portion. 

It seems to me you could get them off the highways. 

Mr. Arrken. That probably would be part of the answer. Maybe 
the Federal Government through civil defense should add something 
to the cost of the schoolhouse. If you do this in particularly a cold 
climate, Washington and the Northern States, you would have 
facilities that people could use for maybe several weeks. 

Senator MaGnuson. We do give grants to schools when a facility 
is needed because of increased Federal ac tivity in the particular area 
as in Hanford, in my State, and places like that. 

Mr. Arrken. Certainly, the possibility of building shelters into 
the highway program should not be overlooked. 

Senator MaGnuson. Where you have viaducts or things of that 
kind. 

Mr. ArrkeN. You might build that into your approaches without 
too much increase in cost. 

Senator Maanuson. It seems to me that you might have to or 
sider a plan that you yourself might not m: ake the grants-in-aid but 
would take advantage of say, the ‘highway act as they now exist and 
grants-in-aid to schools as they now exist, and enlarge them so that 
this aid for this purpose would be available. 
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Mr. Pererson. We have made delegations, Senator Magnuson, 
to the Bureau of Public Roads and to the ce - Health, 
Edueation, and Welfare and they are studying in these ares 

The problem that you run into, as you gentlemen a know, is 
that when you build highw ays you like to justify the expenditure of 
those dollars on the basis of the traffic fac ility that you create. 

When you build civil defense shelters into those highways you are 
building something in there that is not economical, so far as the high- 
way structure itself is concerned. 

| think we may he ave to come to it anyway, because the roads are 
not going to mean much the day the bombs fall, if they fall, unless we 
protect the people who are going to use those roads. 

Senator Maanuson. I am thinking in terms of my hometown 
where they would have to move north or south. 


EVACUATION BY BOAT 


Isa boat any protection? Can you put a canopy over a boat? 

| would just as soon row out to the sound rather than move north 
or south. 

Mr. Prererson. The boat is no protection against radoactivity 
unless you have a pump to flush the radioactivity off as the Navy 
has done. 

Senator MaGnuson. You mean by a hose? 

Mr. Peterson. That is right. We expect when we make our sur- 
vey of New York City, that we will take out of New York City in the 
event of an evacuation sizable numbers of people by boat. As a 
matter of facet, I have seen one study made on a preliminary basis 
many months ago that showed vou could take as many as a million 
people out of New York on the shipping that is ordinarily found in 
the harbor in New York at any given time. 

We intend to utilize air transportation, water transportation, 
motorcar, and rail. As a matter of fact, in our Milwaukee study, 
which is the only one that has ever been made of that type, we find 
it possible to move 70,000 people by rail out of Milwaukee. 

They didn’t figure that water was a material factor in Milwaukee. 
The rest of them would be by motorcar. 

I don’t know, to answer your question directly, when we come up 
with a shelter program how it will be financed. 

| personally would like to see the localities and States join in the 
financing. 

We may find that they may not desire to do so or they may feel 
that this is definitely a matter of national security. 

Senator MaGnuson. That the whole burden belongs to the Federal 
Government? 

Mr. Prererson. They may feel that way. There is some sentiment 
in the United States in that direction, presently. 

Senator MaGnuson. There will be some who do not want it at all. 

Mr. Pererson. Any citizen who understands the situation of radio- 
active fallout is going to want to get under something. Three feet 
of dirt is the protection against it. 
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FUNDS FOR EDUCATION 


Senator MaGnuson. Getting to your appropriation, how much of 
this money do you spend for what we call educational purposes? 

Mr. Pererson. We are asking in this request for $2,157,000 for 
civil defense education services. That includes our public affairs 
department, our educational and training services, and our publica- 
tion services. 

Senator MaGcnuson. That is not necessarily a true figure of the 
amount of value you get out of your educational service, because vou 
use these people to go and get a lot of free time on radioor television 
or publications as a public service. Is that program working well? 

Mr. Pererson. That program is working very well; the television 
people, the radio people, and newspaper and magazine people have 
given us tremendous quantities of space and time. 

It would reflect millions of dollars if you put a dollar value on. it, 
It is given to us. 

Senator Magnuson. The other day we had the Veterans’ Adminis- 
tration here. They have an educational program for which a smal! 
amount is appropriated. They estimated they were getting, I think, 
$100 million of free time and measured in inches in a newspaper or 
time on a radio or television station or a trade publication, and | 
suppose that vou would have to rely a lot upon the patriotic feeling 
of the citizens in the country that run the mediums of expression and 
which have cooperated so freely now to really put on an educational 
program. 

Mr. Pererson. To the best of my knowledge, we have not spent a 
dollar for space in a newspaper or time on a radio or television station. 
It has all been given to us. 

Senator Magnuson. But vou have to have this amount to have a 
staff organized to put out this material. 

Mr. Prerrerson. I might call attention to this $2,157,000, compared 
to one of our large motor companies spending over $100 million a 
year to accomplish a similar purpose. 

I offer no criticism because they are following the sound theory 
that you have to repeat something 30 or 40 times before the buyer 
is ready to act. 

Senator Maanuson. I think you have to repeat a lot of this 
civil-defense matter. I am frank to say that if I were in a given 
community right now, I do not know exactly just what I should do 
and I am sure the Senator from Illinois is not clear on every detail of 
what we should do. We would probably start to run, but we might 
be running in the wrong direction, or doing the wrong ‘thing. 

I think that is true with the aver age American today. I think the 
tremendous job to be done is just what to do. The schoolchildren 
know it because there you can go through the teachers and educational 
institutions. 

I think the average adult out of school aim does not quite know 
exactly the steps to take. 


STATE COOPERATION 


Senator DirksEN. What cooperation are you getting out of the 
States and how competent are the people who are administering 
this at State and local levels? 
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[r. Pererson. I am delighted that you asked that question, Sen- 
ator. First, because of the way our law is written, it says in just so 
mauny words that civil defense is primarily the responsibility of the 
States and localities. Because of that I have not been inclined to 
make public judgments of the performance of the people in the States 
and cities. However, this problem is becoming so serious that while 
| am certain that I am not legally required to do that, I am not cer- 
tain that 1 am not morally required to pass some judgment on some 
of these people. 

senator Dirksen. I think we can help you with the answer to 
that, Governor. 

\M[r. Peterson. I wanted to say that in some cities and States a 
tremendously fine job has been done. The leadership has been 
splendid on the part of the elected and appointed officials and the 
people who have volunteered. As a matter of fact, any time we talk 
about eivil defense, we should never overlook the fact that there 
have been thousands of patriotic, hard working, decent, loyal Ameri- 
cans who have rendered a tremendous service in this area. 

| don’t want to be in the position of the preacher, of condemning 
those in the pews for those who are not in the pews. However, some 
cities and States are not doing a very good job. Civil defense is very 
spotty in the United States. Iam in the position of having a responsi- 
bility without the authority to issue the orders. In other words, all 
| can do is offer information and leadership and directives, but I can 
not go in and crack the whip. I am told that, for instance, in one 
sizable city in the United States, the city council indulges in this sort 
of chieanery: It appropriates a rather sizable sum of money for civil 
defense in the beginning of the year and then lets it lapse into the 
general fund at the proper time and dishes it out to more deserving 
enterprises in the wards or wherever it can be used effectively. 

Senator Maagnuson. That would leave Seattle out when you use 
the word “ward.’’ We do not have wards. 

Mr. Prererson. I hope it leaves out all cities in America. It is a 
technique that is not very difficult to understand or practice, but it is 
a deception of the American people in that particular city if this in- 
formation is absolutely correct. Not having named the city, I have 
not charged anyone. It is a deception not only cruel but, I think, 
criminal in its implication, should the enemy see fit to attack this 
country. 

| consulted with the governors’ conferences and some of the mayors 
and am wondering whether our law will have to be modified after 
thorough, careful study to permit the Federal Government to exercise 
more control over the work being done at the State and city level. I 
assume that can be done in 2 or 3 different ways. 

[t is a rather difficult thing because you want to maintain the local 
enthusiasm and know-how because the bombs are going to fall on 
localities, while at the same time you bring into ‘the “picture the 
broader understanding of the problem and the knowledge that 
available in the Federal Government. I don’t know just what recom- 
mendations we will come up with, eventually. 

Asa part of a team, my recommendations would be made through the 
proper channels in the administration and then to the Congress. 

Senator Dirksen. Since we are asked to contribute out of the 
Federal Treasury the budget figure of $12,400,000 to be managed by 
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States, I think first of all, the Congress has a responsibility to see 
that the money is not wasted and that means that it is entrusted to 
competent hands, and it may not require a modification of the lay 
but I do believe that this committee would be under some ob lization 
to recite in its report that there is a real responsibility here on Congress 
and the localities to see that this is wisely and effectively administered, 


STATEMENT SUGGESTED FOR SENATE REPORT 


Mr. Chairman, I suggest right now that we give some thought to 
the inclusion in the report of an item to the effect that $12 million 
is a very substantial amount of money for which there ought to be a 
constructive and fruitful return. 

Then if that fails, then Congress would know what to do in some 
subsequent day. 

Mr. Pererson. May I explain, Senator Dirksen, that this $12 
million for which the President asked would be a total Federal expenai- 
ture to make these studies. However, we do have a contributions 
program. 

Senator Dirksen. That is the program I am speaking of. 

Mr. Peverson. In that case, the States put up 50 percent of the 
money. 

I did not answer your question, I believe, directly enough. 

Senator Dirksen. | think it was direct enough. 

Mr. Prerrerson. I would say that we are certain that money has 
been well used. As a matter of fact, we follow up on that as I think 
do other elements of the Government. We have an inspection 
organization. I was referring to the broader problem. 

Senator Dirksen. The entire evacuation? 

Mr. Perrrson. Yes; the entire problem. 

Senator MaGnuson. In any event, you would have to be watching 
the municipalities more than the States because the State, in the 
long run, has to pass on to the cities the responsibility, either by 
elective action or by saying to the mayor or council of a given city, 

Ve think this should be done,” because the State, as an entity, 
is only concerned as an agent for you people to get this done. Every- 
thing is going to happen in the cities and it seems that our city officials 
are the ones to look to in this case. 


VULNERABILITY OF PHILADELPHIA AREA 


Mr. Perrerson. I think I should explain that the development of 
these tremendously devastating weapons creates a situation in areas 
such as Philadelphia where if you dropped a bomb of the megaton 
class on Philadelphia, you involve 3 States, 11 counties; and quite a 
sizable number of municipalities of over 30,000. Mayor Joe Clark 
of Philadelphia.and I have been discussing this matter for some 
months. I have recommended consistently that they do everything 
they can through the medium of the interstate compact and also by 
sitting around “tables and disc ussing this problem and coming to 
agreements that men of good faith and good will should be able to 
come to. 

However, if 1 of those 11 counties or 1 or 2 municipalities neglects 
to perform. its part of the job you create a situation that makes it 
difficult if not impossible for the others to do theirs. 
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There is some question whether the Federal Government will not 
have to have some authority to go into a situation of that kind if 
performance is not forthcoming or it may be that we will have to 
create some new type of a governmental device that would permit 
the creation of an authority or government: il organization that would 
sive one man the overall responsibility in a metropolitan area of 
that kind. 

The same thing is true in the New York area, obviously, and the 
Governors of Connecticut, New York, and New Jersey have met 
with the mayor of New York to discuss this problem. 

As a matter of fact, I think the mayor of New York was testifying 
this morning before the Senate Armed Forces Subcommittee on 
Civil Defense. 

Again, I have asked the Governors’ Conference, and will ask the 
mayors on Saturday to join with us in surveying this thing, analyzing 
it, and I am certain you gentlemen will recognize it is not easy to 
come up with a device here that maintains the local initiative and 
interest, and also the contributions that the Federal Government can 
make and teams these two up together. 


REQUEST FOR OPERATING FUNDS 


Now, coming specifically to these 2 items about which we are 
asking the $600,000 which was stricken from our operations account, 
| should like to say that Civil Defense requests, at least since I have 
been Administrator, have been very modest. As a matter of fact, I 
think we have been criticized for their being too modest. Possibly 
they have been too modest in light of the constant development of 


these new weapons and particularly the fallout problem. 

We asked for $11,600,000 in operating funds to do the job that 
is required of us in Federal Civil Defense in the United States. The 
House gave us $11 million of our request. You might say that the 
$600,006 is not a material factor. However, in a budget as small as 
ours for operations, that $600,000 means that we will have to cut 
our program at a time when civil defense is more necessary than 

er before in the history of the world. We will have been in the 
position of restricting rather than expanding our activities. 

| think I should point out that our diplomats have never been 
able to keep peace in the history of the world and it is always prob- 
lematical whether they can because history shows that for every vear 
of peace there have been something like 13 years of war in man’s 
experience. 

At any rate, whether peace can be kept or not is problematical. 
Let’s hope it is. 

Secondly, the American military—in spite of the wonderful job it 
is doing, and I have reason to know that it is doing a great job—cannot 
keep these bombs from falling on American cities. 

In the final analysis, the only thing in the world that can save the 
American people resident in these tremendous concentrations of 
population is civil defense. This is the ultimate goal, to save human 
life, not only in the United States but over the world. 

It would seem, then, that the Congress of the United States should 
— undue frugality under the conditions that I have just 
outlined, 
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I should say that in the time that I have been Administrator, | 
have cut the personnel in Civil Defense and have cut the requests 
that have been made upon the Congress in the interests of, and wit) 
a greater attempt at, efficiency and economy. But we have now 
reached the point, due to the fallout problem that we knew nothing 
about until July of 1954, where, in my judgment, we must expand 
civil defense. More money will have to go into it, not because of 
money alone but because of the things that money w ill permit us to do, 

I plead with you to restore this $600,000. Certainly a like amount 
would not do much in the field of destruction of human life and 
property, but it will help greatly in our measures to save lives. 


FUNDS FOR NEWSPAPERS 


At the same time | plead with you to restore the $9,000, which we 
asked for the purchase of newspapers, periodicals, and news services, 
and which was cut to $1,000 by the House. I ask for that for this 
reason: that where we are dealing with public opinion and attempt- 
ing to mold it, it is absolutely essential for us to know what reaction 
we are getting in the media that form public opinion in this country 
In other words, we have to watch the newspapers, the magazines, the 
radio and television, and motion-picture industry. We need this 
information. 

I suggest that there is a case where service of the type which we 
have asked for is vital if we are to spend the $2,157,000 in Civil 
Defense education services wisely. 

In other words, I would be distrustful of pe ople in Civil Defensi 
who do not know, through the media of magazines, newspapers, an( 
periodicals and other media, the things going on in this world. 

In Denmark, I saw a library in civil defense that put ours to sh: am 
where they were following carefully the information in the periodic: 
of the world. 

We cannot act in a vacuum. I plead for the restoration of that 
item. 

STOCKPILING FUNDS 


With respect to the $5,300,000 cut out of our stockpiling request, 
I would only make this statement. I think I mentioned these figures 
earlier. 

We hope to stockpile in secure locations about 4 hours driving time 
out of our great target cities, $411 million worth of medical supplies of 
all types, including blood substitutes and expanders, all of the anti- 
biotics, hospitals, tools, and all of the things that would be necessary 
to take care of the casualties created by an atomic or nuclear attack 

Senator Magnuson. These are mainly medical supplies. 

Mr. Pererson. We will have at the end of this year $132.7 million 
of such supplies stockpiled. If there were a successful attack on. this 
country tonight, we would have million of casualties. 1 will no! 
attempt to estimate it because we can’t know the exact mumber o! 
bombs or size of the bombs, but millions of casualties, if these peop! 
were caught in the cities. 
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CAPABILITY OF CARING FOR CASUALTIES 


The American Medical Association told us that we will never be 
able to take care of more than 5 million casualties at one time with 
the medical personnel resources of America, meaning by that, doctors, 
nurses, people trained in first aid, veterinarians, any one with any 
tvpe of training that would permit him to take care of human beings. 
We will never be able to take care of more than 5 million. 

Senator Maanuson. Is that 5 million at a given time or over a 
period? 

Mr. Pererson. Five million for 3 weeks. 

Senator MaGnuson. For 3 weeks? 

\Ir. Peterson. Yes. 

So we have based our request for $411 million worth of medical 
supplies on a capability of caring for 5 million people for 3 weeks. 

The implications of that are not very pleasant. It means if you 
had more people than that caught in an attack or injured, you would 
not be able to give them attention. 

| point this out to indicate that our program is a rather modest 
program in total. We are asking for $35,300,000 this year. We 
had last year $26 million. 

Senator MaGnuson. You are trying to get what you consider a 
reasonable amount each year to get that stockpile up to that point? 

Mr. Pererson. Yes. I am as mindful, I think, as anyone in 
America of the necessity for frugality in Government because we do 
not have an inexhaustible source of wealth, and I will not quarrel 
with the Congress in any attempt to handle our fiscal problems in a 
sensible, frugal manner, but I would at least like to have this com- 


mittee consider the fact that we have a program that permits us to 
make rather modest progress. We have not overstockpiled. We are 
way short of our goal and our goal is modest itself. I do not think 
| need to say any more than that. 


PROCUREMENT AND WAREHOUSING 


senator MaGnuson. Who buys these supplies for you, General 
> 


Services! 

\lr. Pererson. No, sir; they are bought by the Armed Services 
\edical Procurement Agency. 

The reason we have them buy them is because we take advantage 
of their buying power. 

Senator MaGnuson. And their experience. 

\lr. Pererson. And their experience. 

Senator MaGnuson. Who stores them for you? 

\Ir. Pererson. They are stored by us in warehousing that is 
provided by the General Services Administration, and in most in- 
stances, the warehouses are secured and maintained by the General 
Services Administration. 

Senator Maanuson. They are Government warehouses? 

\Ir. Pererson. Yes, sir, but not all of them. 

Senator Magnuson. Some of them are leased? 

\lr. Peterson. Some are leased, that is right, and some are Gov- 
ernment. All of that is set forth in considerable detail, the locations, 
the number of square feet, and the cost. That is set forth in our 
justification. 
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UNEXPENDED BALANCE 


Senator Dirksen. Governor, did you notice the observation in the 
House report that on December 31, 1954, there was $34 million un- 
expended in your emergency supply account. 

The unexpended balances of funds for supplie s on December 31, 1954, was jn 
excess of $34 million, and the amount provided will permit orderly progress to 
‘ontinue in the program of procurement. 

Is there some explanation for that? 

Mr. Pererson. Well, there is a lag time always of 12 months or 
more between the time when we place these orders and the time that 
thev are delivered. 

So we are constantly working in terms of that lag time. 

Mr. Arrken. Nearly $14 million of that sum has been obligated for 
the procurement of emergency hospitals. These hospitals are a 
relatively new item and it is taking some time to actually expend the 
money, but the money lias been obligated insofar as that is concerned, 


EMERGENCY HOSPITALS 


Senator Dirksen. I think you ought to amplify a little and tell us 
about the hospitals involved there. 

Mr. Arrken. The emergency hospital is not a structure in itself, 
but rather it consists of supplies and equipment that you might put in 
a schoolhouse, in a gymnasium, or anywhere to take care of casualties, 

They were predic ated and developed on the Army experience, 
They are known as a 200-patient hospital. That is, they have 200 
cots in them. They have drugs and X-ray machines, based on Army 


experie nee and of Army type that can be transported from place to 
place. It is supplied with the blood expanders so that people canbe 
taken in and given first aid treatment quickly. It has all the things 
that are normally used in the casualty type treatment. 

Senator Dirksen. You pay no rent and undertake no payments for 
utility services, nor do you build any structures of any kind? [tis 


entirely a supply account? 


DESTRUCTION OF HOSPITAL RESOURCES 


Mr. Pererson. After an attack on 30 or 40 or 50 of our big cities a 
tremendous percentage of the hospital resources of America would be 
destroyed. We would take these 200-bed hospitals and put them up 
in schoolhouses and churches in the area still standing. We bought 
101 of them in 1953, 100 more in 1954, and 531 are being procured this 
year. It is estimated that we need 6,000 of them. These estimates 
have the approval of the American Medical Association and our own 
Medical Advisory Committee. They are not “guesstimates.” They 
are estimates made by the best medical authorities and hospital 
authorities that we can get in the United States. Each one of these 
200-bed hospitals costs approximately $26,311. They are rather 
spartan-type operations as they should be. The X-ray that Mr. 
Aitken spoke of was tested in Korea. It is a very rugged portable 
affair. The cots are army-type cots. In other words, we utilize 
Army type equipment. This program, I think, is as close to the 
ground as it could be put and the Medical people who have seen these 
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hospitals—and we have only put up 1 or 2 for demonstration pur- 
poses—have been well impressed with them. This is the thing we are 
trying to do in this total stockpiling program. 

If we do not have a war, we are going to have $400 million worth 
of medical supplies stockpiled in this country but in terms of the 
billions we spend to make war, this is again a modest item, 


ROTATION OF STOCKS 


Senator Dirksen. What deterioration do you get on some of these? 

Mr. Pererson. The only deterioration factor that we have run 
into in any of this stockpiling is in the antibiotics. That causes us 
some problem. I might say two or three things. 

First, the medical suppliers are finding that their dating on most of 
these biotiecs has been on the conservative side, that actually they 
retain their potency somewhat longer than they thought. However, 
we have been trying to work out some means of rotating these anti- 
biotics either in the Government or in industry. We have not been 
able to make a deal in the Government. The closest we came was 
with FOA. We thought we could get them to take the antibiotics 
from our stockpile and ship them abroad where they would be used 
within the dating time and supplant them with new ones to keep ours 
fresh every time and in no way ship inferior material overseas. 

We haven’t vet been able to do it. 

Secondly, we believe that by paying 3 to 5 percent to industry we 
can get industry to rotate them for us. There are some antibiotics 
that we have on hand that are going to expire some time in the future. 

Senator Dirksen. Is that the first of them? 

Mr. Perrerson. Yes, sir. We want to get this matter concluded 
at the earliest possible moment so that we do not suffer a material 
loss in this field. 

Senator Dirksen. Will there be a loss on the first dated batch? 


CIVIL DEFENSE IN HAWAII 


Mr. Pererson. There could be. We have suffered no loss yet. 

On this subject, they have the best Civil Defense medical organiza- 
tion that I know of in Hawaii. The reason is probably that they 
needed one on December 7, 1941, and having seen an attack as most 
Americans have not, they have been busy in this field ever since. 
There I found very interestingly that medical supplies are stockpiled 
at Diamond Head and they had prevailed upon the local suppliers 
to rotate them for them free of charge, which I thought indicated 
some ingenuity. 

We have not been able to accomplish that in the United States, 
and I do not know that that will be a fair request. 

Senator Dirksen. How will you dispose of those if the potency 
factor expires? 

Mr. Perrrson. If we are not able to get rid of those before that 
time, they will be lost, and I don’t know what the method of disposal 
would be. 

Senator Dirksen. Of course, an agency can circularize other 
agencies to find out whether they need them. Has that been done? 
What about the donable goods to State Health and Education imstitu- 
tions under the Surplus Disposition Act? That would be possible. 
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Mr. Arrken. The antibiotics do not lose their potency all at one 
time. Apparently the drug business did not have enough een 
data to know how much they do but it is a gradual thing after 
length of time. 

Senator MaGnuson. It might take 6 pills instead of 1 to get 
vour dosage. 

Mr. AITKEN. Yes, sir. 

Mr. Peterson. That could be painful on occasion. 

Senator Dirksen. This whole question of surplus disposit lon 
against possible losses has been thoroughly explored as you know hy 
the group. I think it is a matter of great import because it does 
involve nearly $2 million worth of merchandise and commodities | in 
the course of a year. I certainly hope you give it some good attention. 
Governor. I would much rather see it given away “than to let it 
deteriorate to the point where it has no therapeutic efficienc y. 

Mr. Pererson. We will see that that is done. 


STATE LAWS 


Senator Maanuson. How many States passed enabling legislatio: 
to cooperate with your plan? 

Mr. Pererson. Every State and Territory including the Common- 
wealth of Puerto Rico is working with Civil Defense. They all have 
civil-defense plans and are in varying degrees of readiness. 

Maybe you are referring to the interstate compact feature. 

Senator MaGnuson. I am referring to any State that necessaril\ 
has to cither appropriate money, pass legislation, or both, to be abi 
to fit into the program. Have most of them done that? 

Mr. Peterson. Every one has done that. Over 40, and I do not 
know whether it is 41 or 42, have also made the handling of natura! 
disasters a civil-defense function in the States. Most of the States 
have done that and we get good training in the field. 


DISASTER RELIEF FUNDS 


Senator MaGnuson. You are also asking the committee for an 
$8 million restoration of your natural disaster fund, not restoration 
but a further appropriation to keep the fund in a revolving state 

Mr. Pererson. That is right. The House committee found that 
we had a rather sizable sum of money in that fund. That is th 
President's disaster fund, and we handle it for him by Executive order 
They found this a rather sizable sum of money. As to how muc! 
would be in that at the end of this year, there will be a carryover o! 
approximately $10 million. However, in this last year, we hav 
spent or committed $13,327,084. There will probably be more thai 
that before the end of the vear. 

Now, the reason we have asked for $10 million is that we felt that 
the Congress would like to have the President have some latitude in 
his ability to meet natural disasters should they occur. No one has 
any idea what kind of a disaster will occur in the period of time when 
Congress is out of session and we may have a situation where evel 
10 or 12 million dollars will not be sufficient to take care of the problem 
Now, in that connection, this fund has been used as you gentleime! 
know by the Secretary of Agriculture to meet certain drought-relie! 
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situations and we would advance the money with Presidential approval 
to the Secretary of Agriculture who, in turn, has returned that money 
to uS ON One or two occasions. 

[t seems rather sensible to me to have available to the Chief Execu- 
tive a reasonable sum of money so that he can move in quickly and 
decisively when these disasters occur. Otherwise, assuming that you 
ventlemen might adjourn the 15th of July, plus, or minus, we might 
have a situation where the President would need that money quite 
badly. . 

Senator Magnuson. The only thing that bothers me here is the 
matter of procedure. I do not understand why you people should 
have it in your budget if he has the authority to expend it or direct its 
expenditure. W hy should it not be in the President’s emergency 
fund? Then, of course, he could designate you people to do the job. 

\Ir. Pererson. I think the Bureau of the Budget and the President, 
just as a matter of bookkeeping, felt that since we did all the work for 
them, it would be best to make us completely responsible. We don’t 
spend a dime without Presidential approval. 

Senator MaGnuson. | understand that. 

\Ir. Pererson. I think it was done as a matter of convenience 
between the White House and the Bureau of the Budget. 


EMERGENCY HOSPITALS 


Senator Dirksen. Mr. Aitken, you said there was $14 million 
itemized for those hospital setups. 

\MIr. ArrkeN. Yes, sir. 

Senator Dirksen. That would leave $20 million unobligated and 
unexpended. Is that correct? 

Mir. AirkeN. No, sir. 

| am just handed a note here saying that the $11 million more has 
been obligated for other things. Radiological instruments and other 
facilities of the medical stoc kpile program. In other words, all of the 
$34 million referred to in the House report as unexpended has been 
obligated as of April 30, except $929,218. 

Senator Magnuson. So you will have unobligated and unexpended 
at the end of the fiscal year how much? 

\{r. Arrken. I think it will all be obligated. 

Senator MaGnuson. By July 1? 

\Ir. Arrxin. Yes. 


TIME LAG ON ANTIBIOTIC PROCUREMENT 


Senator Dirksen. What is the time lag on procurement of anti- 
bioties? 

Mr. AirkeN. Particularly on emergency hospitals, it has been 
nearly 2 vears, because it is a novel item. There has not been such a 
thing in the past. Usually, [ would say 12 to 18 months. 


MEDICAL SUPPLY INVENTORIES 


\lr. Pererson. Senator, addressing myself to that question, we 
ve been interested to find that in this medical supply field no one 
irries any inventories. There is very little in the pipelines or on 
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the shelves. The hospitals have certain types of equipment but they 
carry a very limited amount of it and buy it pretty much direct) 
from the suppliers. The corner drugstores have just enough to tak 
care of the needs of the households. 

Contrary to some other types of businesses, this is one in which 
the inventories are very small. We had hoped one time—and we 
investigated—that in effect we could rely on the inventories that 
were carried by the industry to meet our needs on any given da ry of 
an attack, but it just can’t be done that way. Inventories of retail 
surgical supply dealers are suffictent for only 30 to 60 days of normal] 
peacetime consumption and in an emergency would be e ‘xhausted just 
immediately. 

As an example, a Department of Commerce study of surgical 
instrurrents revealed that within a 150-mile radius of the District of 
Columbia, there were not enough supplies in the hands of dealers to 
equip a single 100-bed hospital. 


PROCEDURES 


Senator Macnvuson. If something happens, who has the key to 
these places? Who starts them moving, the local civil-defense people, 
x do they have to have an order from you? 

Mr. Pererson. We have procedures in that field and the reason 
I am smiling a little bit is that that is a good sharp question and a 
pertinent question. I have had an inspector out for the last yea 
and I find that in some places our procedures need a little tightening 

Senator MaGnuson. We do not want to get to what I saw at Pear! 
Harbor where we had the stuff there and could not find the men with 
the keys to the padlocks. 

Mr. Perrerson. Mr. Aitken will answer that. 

Mr. Arrken. This question came to the surface last June during 
the civil defense exercise in a preliminary run a few days before thi 
exercise. We authorized our regional administrators to tell the 
State director in his region that for planning purposes, they could plan 
to utilize approximately 50 percent of the medical stockpile in the re- 
gion. 

This means we are holding back 50 percent under FCDA control 
so that we could distribute this around. 

As supplies became short we would put it where it was most 
needed, 

That planning is already underway. It will be applied in conjune- 
tion with our test in June. The State directors will submit to the 
regional administrators requests for these supplies. As the governor 
said, GSA has these people at these warehouses. They have the key 
and are authorized to release the material. 

Senator MaGnuson. They are authorized to release 50 percent of 
it? 

Mr. Airken. Yes, sir; and in several of the warehouses they have 
also undertaken training exercises by volunteers. ‘The groups come 
in and actually practice loading trucks with false packages. 

Mr. Pererson. | think the answer is that we need to sharpen our 
procedures and do a better job in that area. 

Senator MaGnuson. You are 4 hours away. 

Mr. Pererson. Four hours away by normal travel. 
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Senator MaGnuson. Then, of course, you might have a small one 
dropped on one of those places, and then it is all out. 


FALLOUT THREAT TO WAREHOUSES 


Mr. Pererson. We have another problem now with this fallout 
threat. The sites of our warehouses were carefully checked to see 
that they would not be normally affected by blast or fire resulting from 
a nuclear explosion, but at the time we located most of these ware- 
houses, we did not know about the fallout threat. We are going to 
find that some of our locations will be in the fallout area. That has 
created a problem for us. This chart shows where the warehouses 
are located. I do not want to burden you unnecessarily, 

They are distributed pretty well over the United States. 

Senator MaGnuson. You have none in Nebraska. 

Mr. Pererson. Originally we didn’t think there would. be any 
bombs dropped there. 

Mr. Airken. This is near Spokane and this is near Yakima. 

Senator Dirksen. Governor, you heard about the conductor on 
the train in India who got off at the station and a tiger jumped up 
and ate him, and the superintendent wired headquarters and said, 
“The tiger ate the conductor. What do we do?” 

[ don’t think you have to worry about the keys when the bombs 
fall. I think the people in the area will know what to do and regula- 
tions won’t count for much in that hour. 


MOVE TO BATTLE CREEK, MICH. 


Senator Magnuson. I suppose somebody could always get the key, 
but sometimes time is of the essence. You remember last vear we 
had this big argument about Battle Creek versus some place in 
Virginia. 

Have you that straightened around? 

Mr. Pererson. I think that argument is going on. 

Senator MaGnuson. It is still going on. 

Mr. Prrerson. However, it wasn’t some place in Virginia. It 
was right here in the District of Columbia. I don’t want to burden 
you with this but we were in a rented building here in the District at 
1930 Columbia Road. As a matter of fact, we were in an apartment 
house commandeered at that time, when it looked like we might be 
going to war with Russia, along about 1950 or 1951. 

It appeared that this building must be returned to its rightful 
owners and put to its proper use, 

GSA was pressing us to get out of there. They thought the rental 
was inordinate. The President of the United States. ] thought prop- 
erly, said that before any money was spent to build a building we 
should look at existing Federal facilities standing idle and if we could 
find one idle we should go to that facility and he did not feel that we 
needed to be in the immediate vicinity of the District. 

We started to look and the closest we could find was Battle Creek, 
Mich. The other thing was that ODM had at that time and has yet 
the policy that so-called sensitive agencies should be located outside 
of the District. 


62275—55——26 
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OLNEY, MD., FACILITY 


Because of those reasons we moved out. It is true that we had 9 
facility and do have a facility at Olney, Md., where we have a reseiie 
training street and conduct staff colleges. 

Senator MaGcnuson. Did you buy an old school there? 

Mr. Peterson. We did not buy it. I wish we had. 

Senator MaGnuson. It was up for sale. 

Mr. Peterson. It was up for sale and might have been bought one 
time except for the intricacies of human nature. 

At any rate, we do not need to delve into that here. We do have a 
facility at Olney, Md. We maintain it and are putting our regional] 
headquarters out there. 

Senator MaGnuson. You are gradually getting to Battle Creek 
with the main business. 

Mr. Peterson. That is right. It cuts me into about three parts, 
[ spend a third of my time here, a third at Battle Creek, and a third 
at large. 

Senator MaGnuson. Unless you have anything further that you 
want to give to us, we will keep the record open for a few days in 
case you want to make any corrections or add to it. 

We will explore these items. 

There are several letters here in relation to civil defense which | do 
not think we need to put into the record. It will make it too long 

We will keep it in the files. All of them suggest that we do more 
in this field rather than too little. They are from various municipal 
otficials and people who are interested. 

Mr. Pererson. As a country, we have underdeveloped this pro- 
cram rather than overdeveloped it. I think we are going to have to 
do more about it with the passage of the years. 

Senator Macnuson. If you will have your office keep in touch with 
Mr. Cooper on what the House will do on that one item, maybe we 
can cover it when we mark up this bill. 

[ personally would rather have it in the regular appropriations bill. 

Thank you, Governor. We appreciate your coming. 

Mr. Pererson. Thank you very much, and you, Senator Dirksen. 


COMMUNICATIONS 


Senator MaGnuson. We will place in the record letters to Chair- 
man Hayden from the Southwest Blood Banks and from the American 
Medical Association. 

(The letters referred to follow:) 


SOUTHWEST BLoop BaANks, 
Phoenix, Ariz., February 1, 1955 
Hon. Cari Haypen, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR HAYDEN: Sometimes during this session of the Senate, ther 
will come before your committee a request for funds to procure some 800,000 
units of blood (human) for processing into plasma and other derivatives. This 
appropriation request usually comes through the Federal Civil Defense Age: 
and will be similar to requests in past years presented by this ageney and | 
Defense Department, for which funds have been provided by the Congress. 

It is my desire to bring certain matters concerning this appropriation to 4 
attention, and to make certain suggestions concerning the use of Federal fur 
Such requests and appropriations have been made annually by one of these a: 
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cies since 1950. The Federal agencies involved have, in the past, contracted with 
the American National Red Cross to procure the blood on a cost basis, expending 
the Federal funds to meet the cost of procurement. During the Korean conflict, 
and thereafter until August of 1953, the ARC made subcontracts with federally 
licensed, nonprofit banks to assist in procuring and processing the necessary blood 
units. ‘The decrease in need, in terms of number of units, led to the elimination 
of the subcontracts about September 1, 1953. 

It is my understanding that the reason for this program is twofold: First, to 
maintain an adequate supply of plasma and derivatives in the event of national 
emergency; and secondly, to keep in operating status a series of blood banks with 
good understanding of proper techniques in the event of urgent national emer- 
geney, With specific concern that we might be involved in a war. It is my under- 
standing that it has been the desire of both Federal Civil Defense and the Defense 
Department to keep as many as possible of the country’s qualified blood banking 
organizations in a state of national readiness; but this has now been confined to the 
some 45 banks operated by ARC. Federal Civil Defense has repeatedly recom- 
mended that the funds be used to expand the base of readiness, in terms of qualified 
banks; and that all of the country’s federally licensed, nonprofit blood banking 
organizations be given opportunity to participate in this program because it was 
felt to be good business for the country. 

In terms of cost to the Government, a procedure whereby such Federal funds 
were used as advocated by Federal Civil Defense, would be no more costly and 

ght actually effect a saving. Our own banking organization could supply great 
quantities of blood on this basis at a cost considerably under the estimated cost 
»v Federal Civil Defense. I know that there are other fine banking organizations 

the country that could and would be pleased to do likewise. 

Specifically, we would recommend that an appropriation of this kind carry 

th it a rider directing the Federal agency involved to utilize the funds in the 
national interest to keep in a state of preparedness all qualified blood banks who 
‘ould meet the specifications established by the agency involved; and could, on 
a contractual basis, stay within the cost estimates prepared by the ageney in 

nnection with submitting the appropriation. It might also, as an alternative, 

reasonable to suggest that bids on this service be called for; and all agencies of 
a proper character meeting a sufficiently low figure in the bid, participate in 
providing this service for the Government. 

Concern has been expressed in some quarters that the present methodology of 

indling such funds amounts, in some ways, to subsidization of certain organiza- 

ms at the expense of qualified organizations committed to a system of free 
enterprise. I might mention that the subcontracting arrangement prevalent 
luring the Worean situation was a very undesirable plan, and that private blood 
banks generally are not only completely qualified and eauipped experiencewise 
to do the job on a direct contract basis, but would much prefer to do so. Lastly, 
there are extremely well qualified and competent people representing excellent 
irivate blood banking organizations available to testify and give information on 
this subject; and the American Association of Blood Banks representing the vast 
majority of blood banking agencies in the United States, would be pleased to 
nake such representatives available at any hearings on this subject. 

Our gracious thanks for vour many past favors and our kindest personal regards 
to vourself. 

Very truly vours, 
SouTHwEst Bioop Banks, INe., 
W. QuINN JORDAN, 
Executive Director. 


AMERICAN Mepicaut ASSOCIATION, 
Chicago 10, Ill., February 25, 1955. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


DrEAR SENATOR HAYDEN: It is our understanding that vour committee will 
soon have under consideration the appropriation request of the Federal Civil 
Defense Administration for the fiscal vear 1956. It is respectfully requested that 
his statement, on behalf of the American Medical Association, be given serious 

nsideration by vour committee and that it be made a part of the record of 

ose hearings. ‘ 
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The American Medical Association is primarily interested in the amoi 
requested by the Federal Civil Defense Administration to finance its medical a 
health activities and responsibilities for the coming fiscal vear. There is 
necessity to attemrt to point out to the committee the grave medical } 
Which would confront us in the event an enemy should attack this country y 
hydrogen bombs. [ am confident the committee has full knowledge with res 
to the numerous problems of civil defense and that vou shell reeommend adequ:; 
funds for the vital activities in this field. Reeent public pronouncements conce: 
ing radioactive fallout and the tremendous devastation one can expect fr 
hydrogen bomb explosion make it apparent that on such an ceeasion we would 
faced with mass casualties requiring immediate medical attention. The se 
and gravity of this problem is without precedent. 

On the other hand, with proper civil-defense planning and available medica 
supplies and equipment, the extent of death from such casualties can be greatly 
reduced. It is not only cur considered opinien, but a demonstrated fact, 1 
insufficient appropriations for medical civil-defense supplies and activities d 
courage participation by State and local governments as well as by individ 


rob] 


a 
( 


physicians 

The medical profession has, for the past many vears, been keenly aware of 1 
necessity for intelligent medical civil-defense planning because of the contin 
threat ofenemy attack and because of the repeated occurrences of natural disest 
We have attempted to engender interest and to educate our membership as to 
responsibilities in this regard. We have actively participated in and coopera 
with Federal, State, and local government agencies, and others, in preparing a 
implementing plans for medical care in time of national emergency. 

We feel constrai ed, t he refore, to eall to vour attention the futility of medi 
civil-defense planning unless the medical profession has available the supplies 
necessary to perform its work. There is clearly a need for Federal leadership ai 
encourazement for civil-defense preparedness. It is essential that sufficient 
funds be authorized for the stockpiling of necessary medical supplies and equip- 
ment if we expect to sustain interest of the profession and to utilize physicia 
advantageously in the event of a disaster. 

For these reasons, the American Medical Association urgently recommends 
that the request for funds for the medical activities and responsibilities of the 
Federal Civil Defense Administration receive the sympathetic consideration of 
your committee. 

Sincerely yours, 


Gzorce F. Luui, M. D. 
NATIONAL SCIENCE FOUNDATION 


STATEMENT OF HON. H. ALEXANDER SMITH, A UNITED STATES 
SENATOR FROM THE STATE OF NEW JERSEY 


RESTORTATION OF HOUSE REDUCTION 


Senator MaGnuson. We will hear next the National Science 
Foundation. 

Before you start, we will hear our colleague, Senator Smith of New 
Jersey. | will ask Senator Dirksen to preside while I attend to some 
urgent business. 

Senator Dirksen (presiding). The chairman will note for the rec- 
ord the presence before the committee of the senior Senator from New 
Jersey, Senator H. Alexander Smith, and should note at this time also 
that Senator Saltonstall was in attendance at the committee and was 
required to go to another meeting of the Armed Services Committee. 
He has an extraordinary interest in the item that is now before us 
and has uttered the hope that perhaps the wisdom of the subcommittce 
and the wisdom of the full committee might dictate a substantial 
restoration of whatever may be necessary to usefully carry on this 
function. 
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So for our colleague from Massachusetts, I want that noted for the 
record, 

We shall hear from our very genial colleague from New Jersey. 

Senator Smiru. [am glad to hear that reference to our distinguished 
colleague from Massachusetts. I am also glad to note that Senator 
\lagnuson was here today and will be back presently because he and 
| were two of the arch conspirators who initiated the legislation which 
led to setting up of the National Science Foundation. He will 
appreciate, I think, the few remarks I want to make. 

Naturally, Mr. Chairman, 1 am troubled about the fact that, 
whereas the President’s budget request for fiscal 1956 was $20 million, 
the House approved only $12,250,000, making a cut of $7,750,000. 

I want to address myself to that cut if I may. 

| appreciate this opportunity to make a brief statement on the 
National Science Foundation appropriation. The cut made by the 
House of Representatives in the President’s request for fiscal 1956 
indicates, tome at least, that a large number in the Congress apparently 
do not vet understand the real function of the Foundation and do not 
appreciate the crucial importance of giving it maximum support. 

[ feel that the drastic cut from $20 million requested to $12% million 
may discourage the splendid cooperation of public-spirited citizens 
who have been directing the activities of this organization and 
collaborating in the development of the program. 


HISTORY OF AUTHORIZATION 


| have not before me the names of all the members of the Founda- 
tion Board. I do know a few and would like to refer particularly to 
\r. George Merck, of the Merck Chemical Co., who has been pro- 


foundly interested in this work from the beginning. When we were 
considering the legislation it was Mr. George Merck who set up a 
meeting of the leading industrialists in the chemical and other fields 
who had research departments and who assured me that if we could 
vet this research in basie science started that industry would take care 
of the applied sciences end of it so far as industries were affected by the 
application of the basic principles to applied science. 

Of course, we have had the vision of Dr. Vannevar Bush, who was so 
active in World War II, and we all know he had the first conception of 
setting up a Foundation of this sort to concentrate on basic science. 

| think Senator Magnuson will bear me out that we struggled over 
this thing and finally set up the Foundation with that idea in view 
the idea of basic science as distinguished from applied science. 

Senator MaGnuson. We had a long struggle. We had many 
meetings with most of the eminent people in the scientific world both 
in and outside of schools, Dr. Bush, Dr. Bowman, who used to be head 
of Johns Hopkins. 

Senator Smira. Dr. Compton of MIT, Dr. Conant of Harvard. 

Senator Maanuson. I do not know how many meetings we had 
down here. We started early but it was quite a job to sell this idee 
at one time. 

Senator Smiru. Mr. Chairman, as one of the original sponsors of 
the legislation to set up the National Science Foundation, | would 
like to refer again for the record here to its main function and impor- 
lance, 
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EXCERPT FROM BASIC LEGISLATION 


By act of Congress, the Foundation is directed, and I quote: 


1), to develop and encourage the pursuit of a national policy for the promot 
of basic research and education in the sciences; (2), to initiate and support basic 
scientific research. 

The Foundation, of course, has other responsibilities covering the 
areas of research for scholarships for promising students, and so forth, 
but the few lines quoted indicate its primary function. Evervthin 
bears on that primary research in basic science. 


IMPORTANCE OF BASIC SCIENCE 


As set forth so ably by Dr. Vannevar Bush in his original proposal, 
basic science is fundamental to all the work in science, and had it jot 
been for the basie work in our universities and colleges the important 
advances during and since World War II would not have been made 

It is imperative to keep up this work in the sciences. When it 
comes to applied research, we can rely upon industries and upon 
Government agencies, but I want to stress that basic research musi 
be accomplished before we get to applied research and must be 
supported by the Government of the United States to keep abreas 
with the competition going on in other countries and particularly in 
the Soviet Union. 

SOVIET PROGRESS 

I have tried to get figures on the Soviet scientific work and on tly 
United States work. I am not satisfied vet but the figures I hav 
gotten indicate the following: 

Here is a study that I got from a Research and Development 
Board publication. The figures are for 1952. I am sorry thes 
not more recent than that. 

In 1952, jus. counting the research scientists, Russia had about 
68,000 and there were about 150,000 in the United States, tly 
nonacademic end. 

When we take all academic, we have in the U.S. S. R. in 1952 
about 106,000 and about 200,000 research scientists in the United 
States in 1952 

This last information comes from Mr. Nicholas DeWitt in. th: 
Russian Research Center at Harvard. 

Senator Maanuson. Going back on those figures, we would 
that that great increase in Russia occurred mainly postwar, beeaus: 
during the war they had a policy completely different from ours, 
without going to the merits of it, that they would almost coddle thei 
basic people who wanted to go to basic sciences whereas we had almost 
a 6- to 7-year drought in which we did not encourage the development 
or education or the creation of a basic scientific pool. 

Senator Smiru. The Senator is entirely right. 

| bring this out, because we have a red-hot competition wit! 
Russia right today to keep our place in the scieutifie world. 
not think our House colleagues understood that. 

Senator Maanuson. They are catching up, and they started 
race late compared to us. 
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Senator Smirx. Mr. J. R. Killian, Jr., president of MIT, on April 
16 of this year said that: 


If we project the trends in the two countries, it would appear that by 1960 
he Russians will be training about twice as many scientists and engineers as 
the United States. 


¢ 


He made that statement on April 16. I will read just this one 
statement of the trend, but I think I might include this entire state- 
ment for the record of Dr. J. R. Killian, Jr., president of MIT. 

Senator MaGnuson. That may be inserted. 

(The statement referred to follows:) 

Turning again to the current scarcity of scientists and engineers, | would like 
{0 examine our position vis-a-vis Russia, now so much under discussion. There 
sa hazard that these comparisons might lead us to wrong conclusions. Recent 

dies indicate that the total output of scientists and engineers from the educa- 
tional institutions in Russia stood at about 100,000 in 1953 compared to 80,000 

the United States. If we project the trends in the two countries, it would 
ippear that by 1960 the Russians will be training about twice as many scientists 
nd engineers as the United States. Of the total output in Russia in all fields, 
ihout 44 percent are in science and engineering, while the comparable percentage 
in the United States is 28. The total number of graduates in major scientific 
fields in Russia, about 1,100,000, is about the same as the total number in the 

ited States. In Russia, the total number holding the equivalent of doctor of 
philosophy degrees in scientific fields is 50,000. In the United States, the total 
holding Coctor’s degrees is 48,000. (Remarks by J. R. Killian, Jr., president, 
MIT, before the National Council of Teachers of Mathematics, Hotel Statler, 
Boston, April 16, 1955.) 


SIGNIFICANCE OF PROBLEM 


Senator Smiru. That is the situation that is giving me a great deal 
of concern. I want to stress it because I feel that we can help in 
bringing about an understanding of some of our colleagues on the 
other side of the Capitol, for I don’t think they understand the 
significance of this thing. With that brief statement on this Russian 
situation as a background, I might say that it is a serious mistake to 
cut the modest appropriation asked for in 1956 for the National 
Science Foundation nearly one-half, from $20 million to $12% million. 


HOUSE REDUCTIONS 


Let us look at some of the results. I have had a summary made 
of the results of these cuts. In the programs submitted by Dr. 
Waterman, which is the President’s budget approved by the Budget 
jureau, he requested $13.2 million for grants for basic research. 
The House cut that to $7 million, more than half. 

In the program for promoting education in the sciences, one of the 
important elements in this whole picture, the House cut one and a half 
million dollars from a request of $1.8 million; in other words, dropping 
it down to about $321,000. Obviously, the reason for that request 
from Dr. Waterman and his group could not have been understood 
or they never could have made a drop of that kind, because that is 
part of the whole process. 

If we do not go on educating people in these fields and support this 
educational program, we cannot carry on this work. 

The House cut out all the money for grants to scientists attending 
international meetings. That is one of the most important things 
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they do to keep up with the researches and advances made in other 
countries. 
I feel that our people from this side must be able to attend those 
meetings. 
GRANTS FOR FOREIGN TRAVEL 


Senator MaGnuson. They cut out $75,000. 

Senator Suiru. Yes. 

Senator MaGnuson. For grants for foreign travel under the grant 
program, but they do not give us any reason why they did it. 

Senator Smiru. | do not know. It just implies it is not needed, 
It is obvious to me that if we are going to keep in touch with what is 
is going on, our scientific people should be able to confer with those 
people in other countries. 

If | am wrong, Dr. Waterman, correct me. 

The amount of travel in the administration of the program was cut 
$60,000 from a request of $150,000, and cut $21,500 from the amount 
available for the current vear. There again, as Dr. Waterman has 
explained to me and will explain more fully, if our people cannot travel 
in this country in the development and watching of this program, they 
cannot do the job they ought to be expected to do in the light of their 
responsibilities. 

What I find here which shocks me so much ts this cut from a total of 
$20 million requested, and it seems to me that all of those items can be 
well defended. It is a cut to $12,250,000 or a cut of $7,750,000, and 
also a cut in travel expense from $111,000 last vear, $150,000 requested 
and cut to $89,500. 

Dr. Waterman can explain the need of that travel fund. 

| just feel that I cannot resist, at the request of Dr. Waterman at 
Mr. Barnard, who is an old friend of mine, from coming here 
stating, with all of the emphasis I can, my sincere feeling that we are 
being cut because we are not understood. This foundation is not vei 
5 vears old. It has, sensibly, | think, been developed with great 
caution. I have talked this over with Dr. Waterman a good deal 
There has been no attempt to move it too fast. Now that it is pre- 
pared to move ahead with assurance, | sincerely hope, we will not 
deprive it of the necessary means to do so. 

We must meet the challenge of Russia. 

I believe from my contacts with the staff of the Foundation and its 
director that they are worthy of getting the funds and should have the 
help needed for the coming year. 


FEDERAL FUNDS FOR BASIC RESEARCH 


I want to comment on another matter. It seemed to me that in 
considering the work of this Foundation, we should have a table 
showing what work was being done in basic research in the various 
departments of the Government here. 

I have a table here which shows that there is a total of $121 million 
which, in 1954, went into basic research. in the various departments. 
I have them broken down by departments. That includes Atomic 
Knergy, of course. In that total, the National Science Foundation 
shows only $5.4 million out of $121 million. 

The reason I bring that point out is that Van Bush and the other 
scientists from these various institutions, when Senator Magnuson and 
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| were working on this, pointed out that they hoped we could develop 
the National Science Foundation in the specific field of basie research 
to absorb a good deal of the basic research which has to be done as the 
basis for all the work done in the departments. 

This table refers to research in the departments, but | think a great 
deal of it must reflect what happens in applying the research to what 
the academic man would call applied research. 

We find $40.4 million for Atomic Energy; $15.7 million for Depart- 
ment of Health, Education, and Welfare; $25.5 million for the De ‘part- 
ment of Defense; the National Advisory Committee for Aeronautics, 
$13.7; and our feeling was that we ought to have the vision to see that 
his National Foundation should gradually be moving in and taking 
over from some of these departments of just the basic pure science 
research so that these other departments can apply their attention to 
the appheation in their fields and give the Science Foundation the 
position it needs to be the bac kground of this whole operation. 

poe nt this as my conviction on the matter. I believe you share 
my convictions because we worked together on this thing. 

it should not be an orphan stepchild. We were planning for a 
scientific foundation supported by the United States Government to 

e the background for all the scientifie work being done in these various 
fields and coordinating them under the leadership of this eminent 
croup of people serving as directors of the Foundation. 

Thank you very much 

The table referred to follows:) 


Preliminary working estimates, Apr. 20, 1955— Federal Government obligations 
for basic re search, fiscal Yea? 1954 
| Millions of dollars] 
Agency 
Departments: 
Department of Agriculture 
Department of Commerce 
Department of Defense 
Department of Health, Education, and Welfare 
Department of the Interior 
Department of the Treasury 2 
Other offices, agencies, and establishments 
Atomie Energy Commission 
National Advisory Committee for Aeronautics 
National Science Foundation 
Smithsonian Institution 


SOE: 2. ae _ .0 


lhese data have been supplied to the Foundation in response to our request for Federal funds inform: i- 
consistent with the budget, 1956. The table has been marked ‘‘Preliminary working estimates’”’ for 
ral reasons; chiefly: (1) In several cases negotiations are still in progress to establish accuracy of sub- 
ed material; and (2) Final checking for statistical accuracy has not been completed. 

? Obligations of Federal Facilities Corporation reported by Department of the Treasury. 


In cases where agencies did not distribute ‘Indirect costs”’ this item has been prorated to “Basic 
rch” and “Applied research and development.’’ This is particularly significant in the case of Depart- 
t of Defense. ‘This agency’s obligations for basic research, excluding indirect costs, were reported as 
million for 1954. 


Source: National Science Foundation. 
PREPARED STATEMENTS 


Senator MaGnuson. Senator Barrett has a statement which he 
. ants to put in the record along this same line. Senator Humphrey 
s also filed a statement. 
UT he statements referred to follow :) 
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STATEMENT BY SENATOR BaRRETT 


\ir. Chairman, T appreciate the opportunity to make a few personal obs 


tions With regard to the appropriation for the National Science Foundation 
know how busv vou are and [| shall te brief. Beearvse of my inexperience it 
field, [| hesitate to discuss this subiect i have little knowledge of tech 
matters l am not scientifically trained. But one only needs to look wit! 
eves or listen with his ears to see the tremencous progress our Nation has mad 
the field of science in the last 10 vears. True it is that some of these acecomp 
ments are presently dedicated to inhuman devastation and destruetis e purps 
To offset one could point to the magnificent achievements in science in that 
period that have made possible a healthier, more eniovable and richer life for 
people No one could deny that considered from eer angle our seie: 
advance is the cornerstone upon which our defense and seeurity is built and la 
the basis upon which our economic progress is predicated. 

The magnitude of this effort is apparent with the statement that our 
spend 346 billion each vear for applied research and de elopment The Con 
alone provides 2 billion of that sum Yet less than 140 million is being spent 
the Government on basie research. 

The effeetiveness of the billions spent annually on applied research is limit: 

a great extent upon the basic knowledge and the quality and number of scien! 
available to carry out the work. In order to get that job done the Congress j 
wisdom created the National Science Foundation in 1950. 

The amount of money involved in this appropriation for the support of basi 
research and for increasing and improving our scientific manpower is insignificar 
when compared to expenditures in areas which may be profoundly influenced | 
the activity of the Foundation. 

I am firmly convinced we should support the Foundation in its efforts to i 
crease the amount of basic research undertaken, and make available a much larger 
number of trained and qualified scientists. Certainly, I do not feel that we cai 
justify reductions in funds which would jeopardize our supply of basic knowledg: 
and the quality and number of scientists availabe to carry out the job for which th 
National Science Foundation was created in 1950. 

Mr. Chairman, I trust that the President’s request for $13,228,000 for ba 
research will be approved by your committee. 


STATEMENT BY SENATOR Huspert H. HUMPHREY ON NATIONAL SCIENCE 
FOUNDATION APPROPRIATION 


Mr. Chairman, as I indicated in my letter to vou of April 28, the reductio 
appropriations for the National Science Foundation by the House committ 
concerns me greatly. The purpose of the National Science Foundation is to sup- 
port basic research and improve the quality and quantity of our scientific man- 
power. Surely I do not need to stress how important both research and trained 
scientists are to us for the continuing expansion of our economy and also in t! 
contest for technological superiority in which we find ourselves with the Soviet 
Union. 

It is difficult to glamorize basic research as it operates in realms that few 
ean understand. But I think we are all aware of how the extraordinary scientifi 
developments of the past decade were made possible through advances mad: 
basic research. The present appropriations bill as it has come out of the Hous 
committee would curtail assistance to basic research by the National Scienc 
Foundation. We are told that the Foundation will receive about $30 million i! 
requests for the support of basic research during this coming fiscal year. Thi 
Director of the Foundation estimates that 75 percent of these requests for assist- 
ance are so clearly worthwhile that they should be supported in the Nation's 
interest. The original budget request would have allowed support of 59 percent 
of this basic research. The cut in funds voted by the House committee would not 
provide for support of even one-third of these requests. The appropriation should 
be restored at least to the level originally requested in the budget estimate. 

The other area of activity of the National Science Foundation, that of trai 
scientific manpower, is even more vital in terms of our continuing advance 
scientific development. We have had many reports that the Soviet Union is ahead 
of us in the training of scientists and engineers. The National Science Fou 
tion has three programs aimed at improving our scientific manpower situat! 
Fellowships to permit graduate students to continue their education in the sciences 
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training of young scientists as a byproduct of grants for research; and the program 
iimed at the improvement of the quality of teaching in the sciences. This third 
program has only been in its experimental stage during the past 3 years, but the 
Foundation is now ready to embark on a full, long-range program to insure an 
nereased and improved supply of science teachers and scientists in the future. It 
would be worse than regrettable if the funds for this program, cut out by the 
House committee, are not restored to enable the National Science Foundation to 
proceed with this urgently needed program. 

For these reasons, the appropriation for salaries and expenses of the National 
science Foundation should be restored to the $20 million requested in the budget. 
When this sum is compared to the $2 billion we have obligated for research and 
levelopment during the coming year, we see how much we might be wasting in 
rving to save $7,750,000. The success of our research and development pro- 
yams in future years is dependent directly on the diligence with which we now 
jish basie research and educate the young scientists who will be making the 
liscoveries and scientific advances of tomorrow. 

(he other reductions in appropriations for the National Science Foundation, 
hile not large, are of equal seriousness for the continued functioning of the 
Foundation and its promotion of our Nation’s science. The limitation in funds 

r travel places a severe handicap on the Foundation, for its governing board and 
olicy guidance committees are made up of many of the “ation’s outstanding 
‘entific, educational, and business leaders. Without sufficient funds for travel, 
the Foundation will not be able to get the guidance in planning its programs that 
; must have if it is to administer its programs properly. The appropriation 
for this purpose should be restored to the original request of $150,000. 

The $1 million cut from the appropriation for United States participation in 

International Geophysical Year should likewise be restored. It is estimated 
hat the $11 million requested for this purpose is the minimum required to carry 

t this program. Under it, among other things, is the United States scientific 
\pedition to Antarctica and the establishment of three stations there. This and 
ir participation in an international research effort with 38 other nations should 
ad to significant results in weather forecasting, communications, air and sea 
iransportation, and the national defense. 

| am sure that the Senate committee is giving careful consideration to all of 
ihese matters. May I express my support and hope that you will restore the 
ippropriations needed to enable the National Science Foundation to continue its 
tivities that are so vitally needed to further stimulate our national scientifie 


FUNDS PROGRESSION CONTEMPLATED 


senator MaGnuson. Senator Smith, we appreciate your coming 
here because I worked with you and I know your deep interest in this 
matter. 

The House uses some very strange reasoning in my opinion here, 
when they say that the committee recommends the same amount for 
55) and then go on to say appropriations for this agency have been 
ncreasingly steadily each year and the committee therefore denies 
the request for 756; that is some pretty strange reasoning. 

The purpose of this was that we should steadily increase to a point 
vhere we were supplying what we thought was the Government’s 
position in the need for these very important basic scientific studies 
iid personnel for the good of the country, both the civilian and 
icfense good of the country. That is all they say in their report. 


ORIGINAL ANNUAL FUNDS ESTIMATE 


Senator Smita. You will recall that Van Bush originally estimated 
that the overall amount we would need annually for this would be 
thout $100 million. 

We started modestly and put on a ceiling of $15 million. Last 
year we took off the ceiling. I think Dr. Waterman can state his 
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own view as to what we could move to. This vear the request fo; 
$20 million seems to be in line with that progression of which yoy 
speak. ' 

We did not expect to be static. Mavbe we ought to determin 
what the ceiling ought to be but my judgment is that we are well 
within the expectations of the people that started this thing in ask ing 
for $20 million this year, with grants rising for $13 million for speci; 
projects in selected places throughout the United States. 

They will give the evidence of what is being done so that the recor 
may show that this money has been eminently spent. 

I thank you very much, Mr. Chairman. 


CAUTIOUS PROGRAM 


Senator Maanuson. I think that is correct. I will say to th 
Senator from Illinois that this has been a very cautious program.  \V, 
felt that we had to move into it with caution because of the fact that 
there are still a lot of people who do not understand it and the Opposi- 
tion came, not necessarily from people who understood it, and we: 
opposed to it, but from people who did not understand what the basi 
objectives were. We have moved very cautiously in this program an 
it has now become so important that it is recognized, I so bv every- 
body in Government, and my experience has been surely that it is 
recognized as a necessity by those in industry. 

The scarcity of and inability to get the kind of personnel has bee: 
felt in industry. 

Senator Smiru. The duPont people, for example, have been urging 
us to train young scientists in these fields so that they can take then 
over and put them in the applied science work. 


COMMUNICATIONS 


Senator Maanuson. Here is a letter from the Office of Defens 
Mobilization stating exactly what you have stated, which we will pu 
in the record. We will also insert in the record the letter from Donald 
A. Quarles, Assistant Secretary of Defense for Research and Develop- 
ment. Mr. Quarles is also vitally concerned with the need for 
increasing our scientific manpower potential and emphasizes. thi 
importance of the foundation’s program of education in the sciences 1! 
this connection. I suppose we could get all kinds of letters from 
others. 

(The letters referred to follow:) 


EXECUTIVE OFFICE OF THE PRESIDENT. 
OrricE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., May 5, 1955 
Hon. WarreN G. MAGNUSON, 
Chairman, Subcommiitee on Independent Offices Appropriations, 
United States Senate, Washington, D. C. 


Dear Senator Maanuson: I understand that you will very shortly begi 
consideration of the Independent Offices appropriation bill which includes 
budget request for the National Science Foundation. In connection with you 
consideration of this budget request, I feel that vou will be interested in knowing 
about certain recent developments in the scientific manpower field for which th 
National Science Foundation has a major responsibility. 

Some months ago, at the request of the President, I established a special Inter 
departmental Committee to study ways and means of increasing the quality an 
numbers of the Nation’s scientists and engineers in order to meet the requirements 
of our economy and our national defense. This Committee consisted of th 
Secretaries of Commerce, Labor, and Health, Education and Welfare; the Chair- 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 411 


ian of the Atomie Energy Commission; the Director of the National Science 
Foundation; and the Assistant Seeretary of Defense (Manpower and Personnel). 
j served as Chairman of the Committee. 

As a result of the studies made by this Committee, we have recommended a 
broad program of action which would stimulate increased attention to the devel- 
pment of scientists and engineers by industry, labor, professional societies, and 
ducational institutions. In addition, it was recommended that the several 
lepartments and agencies of the Government take every appropriate action within 
their respective responsibilities to increase the supply and improve the utilization 
f specialized personnel. 

The Seience Foundation will be expected during the coming year not only to 
arry on and strengthen its existing programs, but to assume primary leadership 
in the stimulation of a program of action through the private groups which I 
xentioned above. I hope that it will be possible for the Congress to make avail- 
ible to the Foundation funds that will enable it to discharge these responsibilities 
nan effective manner. 

Sincerely yours, 
Artuur 8S. FuemMina, Director. 


ASSISTANT SECRETARY OF DEFENSE, 
RESEARCH AND DEVELOPMENT, 
Washington D5, me. May 16, 1955. 

Hon. WARREN G. MaAGnuson, 

Chairman, Subcommittee on Independent Offices Appropriations, 
United States Senate 

Dear Senator Maanuson: I am writing regarding the independent offices 
ppropriation bill including a budget request for the National Science Foundation 
vhich will shortly be under consideration by your committee. The Department 
f Defense has a direct interest in some of the activities which will be financed 
om that appropriation. 

We have recently been studying the problem of increased shortages of scientists 
wd engineers for work in research and development for employment both in 
Government and in industry. In reviewing the present and predicted needs for 
ompetent personnel to maintain continued progress in science and technology, 
ve find that not only is our present supply inadequate but the future outlook does 

t indicate sufficient improvement. 

Recause of its impact on defense, we have been following with interest the 
efforts of the National Science Foundation to increase the numbers and quality of 

ientifie personnel through its education in the sciences and graduate fellowship 
programs. It is hoped that the National Science Foundation will be able to give 
idditional emphasis to those programs in order to bring about an improvement in 
he quality and an increase in the supply of scientists and engineers. 

i trust that the Congress will find it possible to make available to the Founda- 

funds that will enable it to accomplish these objectives. 
Sincerely yours, 
Donatp A, QUARLES. 


NATIONAL SCIENCE FOUNDATION 


STATEMENTS OF ALAN T. WATERMAN, DIRECTOR; C. E. SUN- 
DERLIN, DEPUTY DIRECTOR; HARRY C. KELLY, ASSISTANT 
DIRECTOR, SCIENTIFIC PERSONNEL AND EDUCATION; J. 
WALLACE JOYCE, HEAD, OFFICE FOR THE INTERNATIONAL 
GEOPHYSICAL YEAR; F. C. SHEPPARD, COMPTROLLER; J. B. 
ROBINSON, BUDGET OFFICER; AND CHESTER I. BARNARD, 
CHAIRMAN. NATIONAL SCIENCE BOARD; NATIONAL SCIENCE 
FOUNDATION 


RESEARCH PROJECT SELECTION 


Senator Dirksen. Two-thirds of your funds are allocated to the 
support of research, as such. 
\Ir. Warerman. That is right, sir. 
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Senator Dirksen. Somebody must necessarily select the researc 
projects. Procedurally, how is that done? 

Mr. Waterman. Every application that comes to us is submitte( 
first to individual eminent scientists as reviewers who are expert in thay 
particular field so that we get independent appraisal of each applica. 
tion. When these come to us, it is our common practice to take thos: 
applications in closely related fie -_ and bring them before an advisory 
panel of scientists so that we can not only evaluate them on ay 
individual basis but also ies the merits of proposals in the sam 
and related fields of science. 

After the staff has considered carefully the requests for support o| 
basic research projects in line with the budget, Government requ 
ments, and so on, the whole program is under constant overall reviey 
by the appropriate divisional a for the mathematical 
physical, and engineering sciences, or for the biological and medical 
sciences. These are statutory advisory groups of highly distinguishe 
scientists from all over the country appointed by our Board. 

Finally, after the final selections are made in the light of all 
careful evaluation, I recommend the proposals selected to the National 
Science Board and the Board goes over the whole docket, so that 
we have a very thorough appraisal and evaluation of the selected 
proposals, for which grants are made. 


FARMING OUT PROGRAMS TO INSTITUTIONS 


Senator Dirksen. You farm those programs out to institutions? 

Mr. WarerMaANn. Almost all are made by grants to the institutions 
for an individual who has made application through the institution 
for support on a particular scientific problem on which he wishes to 
work. 

We expect to get, by the way, $30 million wrlgy of unsolicite 
applications for support of basic research next yea At the present 
time we have on hand something like $16 aiien. worth of applica- 
tions and we have only $1 million left of this year’s appropriation 
Of those $30 million, we know that 75 percent, in our experience 
will turn out to be highly worthwhile and in very competent hands 
and should be supported in the national interest. 

Thus there are plenty of good people and plenty of good problems 

Senator Dirksen. Are there any revenues derived from your 
researches? 

Mr. WarrermMan. None that I know of. 

Senator Dirksen. What about those discoveries that have 
patentable value? 

Mr. Waterman. If they have patentable value, in accordance wit! 
our statute, the institution or the individual, depending on |! 
institution’s policy, may file a claim and the Government may reserve 
the right to have a perpetual royalty-free use. 

Senator Dirksen. What assurances must an institution give in 
order to merit the assignment of a project, let us say, a State univers- 
itv, as an example? 

Mr. Waterman. In the first place, they must endorse the applica- 
tion that comes from one of their staff. The man himself as judged 
by his scientific colleagues has to have the proper experience, back- 
ground, and competence, so that one can be sure that the researc! Is 
ably handled. 
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In addition the advisory panels of outstanding scientists consider 
during the appraisal process whether the se ientific problem which 
ihe investigator has in mind is significant in thei opinion, whether 
it is feasible, whether it is a long shot or a routine job. 

These consultants on. the advisory panels, being expert in the field 
themselves, are the best judges we can find and we depend on them. 
3 ~— Dirksen. Does the institution match _ funds at all? 

WatTerRMAN. Very often they do. In fact, it is quite common 
Pie ‘sia university contributes the salaries of the head scientist or 
ihe faculty member on the job, or the larger part of his salary. 

The money commonly goes for 1 or 2 research assistants for the 
chief scientist. These are people who come in to help the chief 
scientist. They are very often graduate students. 

As a result, for example, restoration of the $6 million cut imposed 
by the House would, in our experience, provide training opportunities 
to 1% graduate students on every $5,000 worth of basic research 
grants. So this means that if we do not get this $6 million, between 
1,506 and 1,800 graduate students will not be trained who otherwise 
could be. 

Senator DirksEN. Have projects been assigned and subsequently 
canceled either before they got underway or while they were in 
process? 

ir. WaTeRMAN. That occasionally happens; ves, sir. 

Senator DirkKsEN. What would be the reason for the cancellation? 

\ir. WarerMAN. If the man is incapacitated or dies, or moves to 
another institution; in case he moves to another institution or changes 
his plan, we immediately get in touch and discuss the whole project 
and decide what we and the institutions concerned should do about it 

When an investigator moves to another institution, if the research 
is primarily his responsibility and he can get adequate assistance at 
the second place, we cancel the grant at the first institution and, if 
the next institution is agreeable, we make a new grant to the second 
institution. 

But the matter is reviewed in any case. 


FELLOWSHIPS 


Senator DirksEN. How many fellowships are in existence today? 

Mr. WaTerRMAN. On the grants program? We do not call them 
fellowships. 

Senator Dirksen. The law calls them fellowships. 

\MIr. WarermMan. I am sorry. I misunderstand your question. 
The award of fellowships is a different item. 

Senator Dirksen. How many such awards do you have? 

Mr. WareRMAN. 785 this vear. 

Senator Dirksen. Are they pretty well diffused over the country? 

Mr. WarerMAN. Very well indeed. They are distributed over the 
entire country very much, by the way, in accordance with the college 
population in the country. 


REASON FOR HOUSE REDUCTIONS 


Senator Dirksen. In the course of your hearing before the House 
of Representatives, did they intimate any reasons for the cut they 
made? Nothing appears in the report and hearings are not always 
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too revealing as you know, because some is on the record, and some jg 
off the record, but it is always a clue at least, if you have some con- 
cept as to why there is such a substantial cut. 

Mr. Warerman. In thinking over the hearing, Senator Dirksen. 
we do not see any clear reason that was given. 1 suspect the answer 
is pretty much the same as Senator Smith pointed out earlier. Tho 
Foundation has been unable to adequately explain the urgency of 
assuring that our effort in basic research and the training of scientific 
manpower is vital in the national interest. It is most difficult. to ex. 
plain the complete dependence of our national security, economy, and 
welfare upon basic research. 

We gave rather full information. We were asked very many ques- 
tions, excellent questions, and gave very detailed answers. One point 
that was mentioned was the fear that the Foundation might proceed 
too rapidly. I would like to point out that progress in basic research 
and the training of scientific manpower would be a gradual, if not even 
slow process, under the amounts set forth in the President’s budget, 
We cannoi afford to slow up this progress. The accuracy of the figures 
in our justification concerning the development by Russia of _ 
scientists and engineers was also questioned. As explained to the su 
committee, these figures are based upon the best available information 
and sources. In any event, the point is that quite apart from thi 
progress anvin is making we face a really critical situation unless we 
take immediate steps to improve our own development of scientists 
and our basic research. As for the quality of Russian science, 1 hay 
heard mathematicians say that Russia is now among the leading na- 
tions in mathematical research. Furthermore, recent scientific ar- 
ticles have reached this country showing that their physicists have i 
operation a high-energy nuclear particle accelerator with performance 
at least equal to ours. They have developed a novel instrument for 
recording the tracks of nuclear particles which appears to be high 
successful. Their progress in nuclear weapons and military aircraft 
is by now well known. Another was the danger of Government con- 
trol, in the case of the advisory committees and consultants that we 
called in, whether the mere act of paving for these consultants and 
advisory committees, constituted a hold over these people which would 
cive the Government control. 

Well, this is certainly not true. T tried to make this plain. If we 
were to suggest to one of our advisory committees that they were in 
there to back our ideas in Washington, they would promptly resign 
Thev are an independent, objective lot, accustomed to looking at 
problems that way. 

Senator Maanuson. They have no so-called “ax” to grind because 
they are taking their time and doing this in the interests of what the) 
believe is good for the country. 

Mr. WarerMan. That is correct, sir. They feel this very strongly 

Senator Maanuson. As the Doctor points out, they are a pretty 
independent group. 

Senator Dirksen. The control of educational systems at ever 
level is, as you know, a very, very sensitive subject in both branches 
of the Congress. 

Mr. Waterman. You will notice that the basis for the selection of 
basic research projects to be supported is the merit of the scientific 
work of the project and the competence of the scientist. So it does 
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not interfere with the educational system. It is progress in science 
and the training of scientists that we regard as primarily important. 


COMMUNICATIONS 


senator Maanuson. I think for the record, we will insert your 
letter to me in response to my request, which briefs the thing, as well 
as a Summary statement and explanation of the justifications. 

(The material referred to follows: ) 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., April 8, 1955 
Hon. WARREN G. MaAGNuson, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1956, United States Senate, Washington, D. C. 

My Dear SeEnatToR Maanuson: In reply to your letter of March 29, 1955, the 
National Science Foundation requests the following changes to H. R. 5240, 
entitled “Independent Offices Appropriation Bill, 1956’: 

Page 25: Line 13, delete ‘$89,500’’, insert ‘$150,000’; line 17, delete 
$12,250,000”, insert $20,000,000”; line 23, delete ‘$10,000,000’, insert 
‘$11,000,000”’. 

The changes indicated above would restore the Foundation’s two appropria- 
tions, “Salaries and expenses, National Science Foundation” and ‘International 
Ceophvsieal Year, National Science Foundation” to the amounts recommended 
n the President’s budget. 


SALARIES AND EXPENSES, NATIONAL SCIENCE FOUNDATION 


The estimate of $20 million submitted for this appropriation is based upon the 
irgent need for support of basic research and on the vital necessity for increasing 
the quality and quantity of the Nation’s scientific manpower. 

Sir William Osler, a renowned physician, teacher and medical historian, at the 
turn of the century, made a brilliant prediction of the unfolding role of science. 
He said, ‘‘The future belongs to science. More and more she will control the 
lestinies of nations. Already she has them in her crucible and on her balances.” 

Sir William died 16 years after the first sustained flight in a power-driven 
airplane, in 1903. The accuracy of Osler’s prediction is not half so amazing as 
the realization that our generation (which acclaimed the miracle of the man- 
carrving machine that remained airborne for 12 seconds, and which is now coping 
with the problem of intercontinental missiles) has grown so accustomed to the role 
of science in the world today that it expects a continual production of miracles 
from the billions of dollars spent for applied research and development without 
considering the complete dependence of these two areas of science upon the 
fundamental knowledge which can only be gained through basie research. 

It is estimated that in 1956 obligations of the Federal Government alone for 
the support of research and development will again exceed $2 billion. But less 
than 7 percent, $131 million, of this amount is for basic research—the search for 

w knowledge—the limited area of scientifie endeavor that prompted Sir William 
to make his prediction. Indeed, the destiny of nations is now so completely 
lependent upon science that the welfare, the economy, and especially the defense 
f our Nation is directly geared to two things: The quality and quantity of our 
scientific manpower, and the vigor with which we, through basie research, push 
back the frontiers of knowledge. 

The National Science Foundation was conceived in reeognition of the role 
plaved by scientists and basie research in winning World War II. Primary 

sions of the Foundation are to assure that our supply of scientific manpower 
and our effort in basie research are adequate in the national interest The follow- 
statements are directed to the effect that the reduction contained in the 
House appropriation bill would have on these two major m/ssions. 
Support of research.—One of the principal funetions of the Foundation ‘s to 
tiate and support basic scientific research in the methematical, physical, 
edical, biological, engineering, and other sciences’’ in order to develop the new 
scientifie knowledge so vital to the Nation’s security and economy. The Founda- 
will be faced with $30 million in requests for the support of basic research 
ring 1956. It is the experience of the Foundation that 75 percent of the basic 


62275—55 27 
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research for which support is sought by the Nation’s scientists is so clearly worth- 
while that it should be supported in the national interest. The President’s 
budget would permit support of 59 percent of this highly meritorious basie re- 
search. The appropriation recommended by the House would not permit th 
Foundation to support even one-third of such proposals, 

Training of scientific manpower.—The supply of high-quality scientists is 
insufficient to meet the needs of our economy and our national defense. 
present outlook is clear; this situation will become worse unless there is a cor 
certed effort to train more and better scientists and science teachers. The urgen» 
of the problem is further increased by the fact that many vears of study 
required for adequate training. We must take action now. 

The Foundation has three programs directed toward improving the scientific 
manpower situation: Support of research, which, as a byproduct, provides train- 
ing for graduate students and other assistants; graduate fellowships, whieh en- 
ables young scientists of proven ability to continue their education; and educa- 
tion in the sciences. The latter program is directed to: Improving the quality 
of science teaching; increasing the number of qualified teachers at the high-schoo| 
and college levels; determining the factors that cause the present high percentage 
of our most intelligent vouth to drop out of the educational system between high 
school and college; and identifying the factors that motivate others into science 
as a profession. 

This program in education in the sciences is aimed at improving the long-term 
national scientific manpower situation. For the past 3 years the Foundation 
has been proceeding carefully with an experimental program in this area. In 
1956 it stands ready to launch the program on a tested, constructive basis. Funds 
for this purpose would not be available under the House action. Continuation 
of the program at the present experimental level can have little effect on the 
long-range problem of increasing our scientific manpower potential. 

Travel.—The Foundation is governed by a National Science Board of 24 mem- 
bers. It depends upon three statutory divisional committees for guidance in 
program policy matters and upon a number of advisory panels for evaluation of 
the basie research proposals to be supported. These three major groups include 
many of the Nation’s scientific, educational, and business leaders. Their serv- 
ices cannot be used effectively unless we can pay for their travel. The House 
bill limits the funds appropriated for travel to $89,500 which would result in the 
Foundation having $21,500 less in 1956 than was available in 1955. Failure to 
restore the full $150,000 requested will handicap all and could completely stop 
some aspects of the Foundation’s program. 

Attendance at International Scientific Meetings.—The House report accompany- 
ing the appropriation bill states ‘‘ * * * the committee * * * has specifically 
denied $75,000 for grants for foreign travel under the grants program.” 

Much publicity has recently been given to the fact that Russia has awakened 
to the realization that science thrives only in an atmosphere of freedom and that 
it knows no boundaries—political or international. The Foundation’s program 
has provided partial support to a limited number of selected scientists to permit 
them to attend important international scientific meetings, either to present 
papers or to keep abreast of scientific developments throughout the world. It is 
doubtful that many areas exist where such small expenditures of Federal funds 
can have such significant results. We have no monopoly on new knowledge and 
must keep abreast of scientific progress abroad. 


INTERNATIONAL GEOPHYSICAL YEAR, NATIONAL SCIENCE FOUNDATION 


This appropriation represents the United States participation in an_ inter- 
national research effort in the earth sciences involving 38 nations. The global 
nature of the research cannot help but yield significant results in weather fore- 
casting; communications; transportation, both air and sea; and the national 
defense. The scientific program of the United States was approved at a meeting 
of a special committee of the International Council of Scientifie Unions in Rome 
last September as an integral part of the international program. The United 
States program, among other things, involves a scientific expedition to Antarctica 
and the establishment of 3 stations there for the 14% years covered by the Inter- 
national Geophysical Year. The budget estimate as evidenced by the 1 year 
of experience in actual procurement to date, is the minimum required to carr) 
out the approved scientifie program. The proposed reduction of the appropriation 
for S11 million to $10 million, if permitted to stand, would result in elimination 
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of certain parts of the scientific program approved for the United States as our 
portion of the International Geophysical Year. 
n is ela that the Foundation be granted a hearing before vour subcom- 
>to discuss in greater detail the appropriations re que sted for the Foundation 
A: the damaging effect of the reductions contained in the House bill on the 
Foundation’s programs which bear on the national economy, security, and welfare. 
Sincerely yours, 
ALAN T. WATERMAN, Director. 


Summary of obligations by activity and program 
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Analysis by activities 
Additions 


National science policy studies $939, 190 $13, 190 

Support of science 
(a) Grants for support of research 8, 100, 000 $5, 198, 000 
(>) Grants for training of scientific manpower 2, 245, 000 , 003, 000 
(c) Review of research and training programs 625, 200 230, 800 

scienth information exchange P 366, 201 

Executive direction and management . 382, 131 9, 869 


Total ; ‘ : eka anciars | 12, 657, 722 29, 3 , o71, 669 


SUMMARY STATEMENT 


Transmitted herewith is the justification of the estimate for the Nation a 
Science Toundation appropriation, ‘Salaries and expenses,” for the fiscal \ 
1956. This estimate is $20 million, an increase of $7,750,000 over the appro pris 4. 
tion for fiscal year 1955. 

In the last 15 years the accumulation of basic scientific knowledge has not 
increased in proportion to our effort in applied research and development 
Neither have we as a Nation produced a sufficient number of high quality scientists 
to meet the demands of our rapidly growing ees At the same ee th 
is every reason to believe that the U. 8. 8. has already surpassed us in th 
production of engineers and is on the way to fate so in the production of sciep- 
tists. This is a matter of such concern that it has led to the appointment of g 
Cabinet level committee on the training of scientists and engineers. 

The Foundation has always been aware of the need both for strengthening 
adequacy of our basic research effort and for taking measures to maintain 
sufficiently large group of highly qualified scientists. Substantially all of the 
increase requested in 1°56 is for activities which bear upon these two problems, 

Over $5 million of the increase is for additional support of basic researc} 
This will not only enable more scientists to gain new scientific knowledge but will 
also contribute to the immediate development of additional high quality scientists 
and engineers, and enable the Foundation to assume greater responsibility for 
providing support for general-purpose basic research through contracts and 
grants, in conformance with the provisions of Executive Order 10521. Over 82 
million of the increase is directly concerned with the training of scientific man- 
power. The program of graduate fellowships provides an immediate increase 
the supply of high quality scientists. The program of education in the sciences, 
by improving the quality of science teaching and motivational and counseling 
activities in high schools and colleges, is aimed at improving the long-term 
development of scientists and engineers. This must be started now if we ar 
to take care of future requirements for scientific manpower. Studies aimed at 
isolating the basic problems in this effort and formulating remedial measures 
round out this program. 

In addition to the increase for support of basic research and training of scientif 
manpower, the Foundation will also require increases for travel and_ personal 
services. As discussed in the “Summary of travel requirements”? on page 
the attached justification, the Foundation’s operations have been seriousl 
stricted in fiseal vear 1955 by the limitation on funds for travel of expert con- 
sultants and staff. 

The effects of insufficient funds for personal services have been equally serious 
As indicated in the letter of June 28, 1954, from the Director, National Scier 
Foundation, to the chairman of the Subcommittee on Independent Offices Appr- 
priations, the Foundation is in fiscal year 1955 limiting obligations for personal 
services for all activites except national science policy studies, a substantive and 
not an administrative function, to $771,000, the same amount estimated for | 
when the Foundation’s programs were very much smaller than now. The 1 
has been that there is now a serious shortage of scientists in the Foundation. 1 
without an increase in program activity in 1956 it would be necessary to pro\ 
additional personnel. In view of the necessity for moving ahead both in 
development of high quality scientists and envineers and in the assumpti 
greater responsibility for the Federal Government’s program of basie re 
support, a total increase of approximately $148,000 for personal services is 
sidered to be the minimum increase required if the Foundation is to exercis¢ 
responsibilities effectively. 

A summary of the Foundation’s activities for fiscal year 1956 is as follows: 
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National setience policy studies 

Policy studies.—For the past year the Foundation has been conducting a series 
of factfinding studies directed toward obtaining data necessary to assist in making 
recommendations regarding national science policy. The estimate of $519,000 
for fiscal year 1956 is $86,600 below that of 1955 since many of the contracts and 
grants for conduct of these studies made in 1954 and 1955 will extend through 
1956. It will also be possible in 1956 to effect a reduction in personal services for 
this function. 

Clearinghouse for scientific manpower data.—In fiscal year 1956 increased em- 
phasis will be placed on studies of the supply, demand, utilization, and char- 
Se risties of our national scientific manpower—areas in which our knowledge must 
he increased if we are to cope satisfactorily with the manpower problem that 
confronts us as a Nation. At the same time the cost of the national register for 
scientific and technical personnel will deerease since by that time the initial 
registration program will be substantially completed. The estimate for this sub- 
activity in 1956 is $407,000. 

Suppert of science 

Grants for support of research.—This subactivity includes the Foundation’s 
program for support of the basic research so urgently needed in the national 
interest. ‘The program for basic research in addition provides a means for inereas- 
ing our national scientific potentis al, since it includes the participation of science 
students and young scientists in research under the direction and supervision of 
experienced and competent scientists. The Foundation’s estimate for 1956 of 
$13,228,000 will permit support of approximately 60 percent of the basic research 
proposals received by the Foundation which are judged to be of sufficiently high 
quality to merit support. 

As a result of the Foundation’s progress in its program of collecting and main- 
taining data on basic research supported by the Federal Government, and the 
close liaison maintained with other Federal agencies, the possibility of undesirable 
duplication in support of basic research is virtually eliminated. 

Training of scientific manpower, graduate fellowships.—The Foundation’s pro- 
gram of graduate fellowships in science is one of the most effective means for 
increasing our scientific manpower potential in the immediate future. The 
amount requested $2,423,000 will assist an additional 90 postdoctoral students 
and rege scientists to increase their competence in their own or related fields of 
science. A slight increase of 35 fellowships will also be made in the predoctoral 
fellowship program. 

Education in the sciences—The major problem of increasing our scientific 
potential is a long-range one. The Foundation’s program of education in the 
sciences is directed toward increasing this potential over a long term through 
such means as stimulation and education of science teachers in high schools and 
colleges; the improvement of science curricula and teacher training; and the 
identification, motivation, and counseling of able high-school and college students. 
This program has been building slowly over the past 2 years. However, in view 
of the urgent need for increasing our scientific manpower potential, coupled with 
the fact that a minimum of 10 years elapses from the beginning of high school 
to completion of Ph. D. study, it is imperative that the Foundation accelerate 
its program of education in the sciences. The estimate includes $1,825,000 for 
this program, 

Review of research and training programs.—This subactivity includes all the 
administrative costs directly related to the activity “Support of science.’”? In 
1955, in order to remain within the limit of $771,000 for personal services associated 
With the activities “Support of science,’’ “Scientific information exchange,” and 
“Executive direction and management,’ it has been necessary to maintain 
personnel staffs at approximately the 1954 level. This has seriously reduced the 
effectiveness ot the science divisions and the education in the sciences program. 
In the science divisions the basic research proposal workload has risen rapidly 
with practically no increase in personnel. The 1955 workload of the education 
in the sciences program has more than doubled over 1954. The anticipated 
increase in the workload of these programs in 1956 makes it imperative that the 
full-time staff be increased, and that additional travel funds be provided to 
enable more effective use of consultants, and to permit the staff to maintain 
closer contact with the research community, and to identify research findings of 
value to the Federal program. The total amount requested for this subactivity 
in 1956 is $856,000. The planned staff for these programs is considered to be 
the minimum with which effective operations can be carried on. 
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Scientific information exchange 

The ultimate value of a scientific discovery is dependent upon the availabilit, 
of the newly discovered knowledge to the scientific community. The failure of 
methods of dissemination to keep pace with the discovery of new knowledge was 
indicated by Dr. Vannevar Bush at Rice Institute in May 1954 when he stated. 
that, ‘“‘the region of greatest moment, in which our ignorance and ineptitude js 
most serious, which will slow down our progress if it continues in its present state. 
is the region of scholarly interchange, of methods for storing, correcting, per. 
feeting, and consulting the scientific record.’”’? The Foundation’s program for the 
exchange of scientific information is directed toward improving methods of dis. 
seminating scientific information by providing support for: Important scientific 
publications on an emergency basis; translation and distribution among Americar 
scientists of selected Russian reports; research and development on improved 
methods for elassifving, filing, and retrieving the world’s seientifie literature for the 
use of research scientists: and, selected American scientists to enable them to 
attend the more important international scientific meetings. 

The estimate includes $350,000 for these purposes. 
Executive direction and management 

Despite the large increase in the administrative workload of the Foundation the 
estimate of $392,000 for executive dircetion and management contemplates no 
increase in the number of emplovees. This is possible only because the Founda- 
tion is constantly striving to streamline procedures so as to reduce costs of opera- 
tion. For example, in cooperation with the General Accounting Office the Foun- 
dation in 1954 completely revised its accounting system with the result that even 
though there has been a 50 percent increase in program operation, no personnel 
increases have been required in the accounting section. 


Senator Magnuson. If you wish, Doctor, we can put vour state- 
mentinthe record. Iwantitin. It is very very good, and points out 
what vou are doing. 

Mr. WaTerRMAN. I would appreciate that. I can highlight it if you 
care to have me do so. 


PREPARED STATEMENT 


Senator MaGnuson. IT do not think it is necessary to highlight it 
forme. Itis probably about the same type of statement I would make 
myself if I could. 

(The statement referred to follows:) 


STATEMENT OF ALAN T. WATERMAN, DrrecToR, NATIONAL SCIENCE 
FouNDATION 


Mr. Chairman and members of the committee, the National Science Foundatior 
is appearing before vou today to appeal the action of the House of Representa- 
tives in H. R. 5240, entitled “Independent offices appropriation bill, 1956’? which 
which would reduce the appropriation ‘Salaries and expenses, National Science 
Foundation” from $20 million to $12,250,000, and the appropriation, ‘‘Interna- 
tional geophysical year, National Science Foundation” from $11 million to $10 
million. The Foundation respectfully requests restoration of these appropria- 
tions to the amounts requested in the President’s budget. We also request 
restoration of funds for travel which were reduced in the House bill from $150,000 
to $89,500. 


SALARIES AND EXPENSES, NATIONAL SCIENCE FOUNDATION 


The relationship of basic research to science 

One of the major functions of the National Science Foundation is to initiate 
and promote basie research which, as you know, is research directed toward in- 
creasing our fundamental knowledge—unlocking the door to the secrets of nature 
and the universe if you like. It is from this fountainhead of fundamental know!l- 
edge that the products of science we see about us everyday must flow. Yet we 
seldom if ever hear of the basie research—or for that matter the scientists who 
work in basic research—which made possible the development of the tangible 
products of science. 
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The world today has grown so accustomed to the miracles that flow from science 
that it expects a continuous flow of miracles to be produced without reflecting on 
the irrevocable fact that unless our effort in basie research is adequate the stream 
can eventually be reduced to a mere trickle—or even could run completely dry. 
The future of our Nation and of its people is so completely dependent upon the 
adequacy of our effort in basic research that I am seriously concerned with the 
apparent failure of the Foundation to communicate adequately the urgency of 
recognizing this fact. 

It is perhaps impossible to bring clearly to the general publie the distinction 
between basic research and other types of research and development. In most 
instances the basic research scientist is not particularly interested in receiving 
public recognition for his achievements but rather, recognition among his col- 
leagues. But it is important that those among us, who are in a position to assist 
the Nation’s scientifie effort, recognize the distinction. We must avoid the tend- 
ency to think of science and research only in terms of end products lest it lead to 
a deemphasis of the basic, fundamental research upon which all development and 
applied work feeds. 


Basie research contributes to technological progress 

Let me try to define what we in the Foundation mean by science, scientific 
research, and more important, basic research. These terms mean many things 
to many people. Let me illustrate by speaking about a radio set which is known 
to be closely associated with science and research. Most people of our genera- 
tion are familiar with the development of radio from the simple crystal set to 
the elaborate hi-fi sets of today which combine frequency and amplitude modu- 
lation receiving equipment in one small cabinet. You undoubtedly recall the 
first sets which had an overall dimension of perhaps 2 feet by 1 foot by 1 foot 
without the loudspeaker, which generally sat on top of the set and probably 
neasured about 1 foot square. You may recall the tubes in that type of set, 
each of which was about the size of the ordinary electric light bulb and required 
frequent replacing. 

Much has happened in the thirty-odd years since the appearance of those sets 
in order to make possible the tiny sets now available. For years scientists and 
engineers Worked hand in hand to miniaturize vacuum tubes and arrange other 
elements of the set in more and more compact form. The result was the small 
portable radio set, slightly smaller than a portable typewriter case. The most 
recent receiving set is truly a vest-pocket affair, but it was not gradual improve- 
ment of vacuuin tubes that made this possible. Instead, it was the discovery 
of a completely new principle which permitted duplicating the function of the 
old vacuum tube. This new element is now well known as the transistor. 

As the leading scientist in the Bell Telephone Laboratories has stated, the 
development of the transistor was the result of 5 years of work on the part of 
basic research scientists whose aims were merely to understand the manner in 
which electricity travels in a certain class of materials, such as germanium, which 
is a poor conductor of electricity. This basic research ultimately provided an 
understanding of the manner in which electrons behave in these materials and 
also the effect of minute traces of foreign substances on the electrical properties 
of the materials. Once this understanding had been gained it was possible for 
applied research scientists to begin to see ways in which this information could 
be put to practical use. It was thereupon found that by highly skilled techniques 
involving the addition to the pure material of an extremely minute, but measur- 
able, amount of a particular foreign ingredient that the substance could be made 
to behave as @ one-way valve for electricity, which is one of the essential charac- 
teristics of the vacuum tube. 

The impressive superiority of the transistor for certain uses is its smallness — 
about the size of a pea—its ruggedness (no vacuum or glass container), and 
above all, its efficiency. The operation of a vacuum tube requires the heating 
of a filament by electricity in order that it may function asa valve. The transistor 
requires no such heating with consequent enormous increase in efficiency. All 
of the steps leading to the development of the transistor and the tiny radios, 
hearing aids, and similar items are science in the broadest sense. The first step 
necessary to achieve this great advance was basic research: the discovery of the 
principle of the transistor. 


Basie research contributes to improved health 

An even more striking example of those things we recognize every day as being 
miracles of science, without considering their complete dependence upon the basic 
research that made possible the miracle, is the recent magnificant contribution of 
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Dr. Jonas Salk in developing a vaccine for poliomyelitis. The Salk vaccine is 
current outstanding example of an end product of scientific research. But it js 
not generally recognized that development of the vaccine consisted of one part 
applied and developmental research and several parts basic research. The actus 
perfection of the vaccine by Dr. Salk was applied research made possible by severg 
basic discoveries made over the last 50 years —mostly without any reference to 
polio vaccine. 

It was in 1907 that Ross Harrison, then at Johns Hopkins and later at Yele 
demonstrated that isolated cells could be grown in the test tube. In 1913 Stein- 
hardt, Isreali, and Lambert showed that vaccinia virus could survive in test-tube 
grown tissues and in 1925, Parker and Nye demonstrated that vaccinia, virus 
multiplies in certain cultures of tissues. Finally, in 1949 Dr. John F. Enders of 
Harvard and his colleagues, Dr. Thomas H. Weller of Harvard, and Dr. Frederic 
tobbins of Western Reserve, made the discovery which won them the Nobe 
prize, namely, that polio virus can be grown in test-tube cultures of monkey tissues 
of nonnervous (kidney) origin. 

Dr. Salk is a brilliant scientist and an extremely modest person. In his few 
public appearances he has invariably given credit to the basic research scientists 
whose work preceded the development of his vaccine. He recently said: “T would 
like to say that this is not the Salk vaccine. It is the poliomyelitis vaccine. It 
has come about as the result of contributions made one upon the other not only 
by men working in the field but by others working in related fields. Perhaps the 
mostnoteworthy of the recent contributions is that of Dr. John Enders and his 
associates in Boston who first found that it was possible to grow poliomyelitis 
viruses in tissue culture. It is true that Enders threw a long forward pass and 
we happened to be at the place where the ball could be caught * * *. You must 
see it to be obvious that there is an enormous heritage in which I was born, so to 
speak, and it is just chance that I happened to be here at this particular time 
when there were developments at my disposal and the great experience of al! of 
the investigators who plodded along for a number of years.” 


a 


Basic research contributes to our national defense 

As I said before, the discoveries made through basie research provide the basis 
for all development and applied research. The Salk vaccine and the transistor 
have been mentioned as examples of the end products that could not have beer 
developed without basic research. These examples relate rather directly to 
medicine and economic progress. But basic research is also of the utmost i 
portance in the development of the weapons of war which provide our immediat: 
protection against outside aggression. In this connection I quote from state- 
ments made by two of the world’s outstanding military leaders, General Bradley 
and Field Marshal Montgomery. 

In an article published in the Saturdav Evening Post on August 29, 1953 
entitled, ‘*A Soldier’s Farewell,’’? General Bradley said: 

“1 would like to put in a word for basie research, which usually promises 1 
immediate results. Such pure, or basic, research is hard for the layman to 
understand, vet is absolutely essential for our future scientific progress. If too 
many of our scientists are put to solving immediate practical problems, our vaunted 
scientific lead will ‘run out of gas.’ It would be like putting all our oi!men t 
exploiting existing wells and neglecting to prospect for new fielcs. Some scien- 
tists think we should be doing more basic research right now. And when budgets 
are cut, there is a temptation to cut basie research first. Shortsightedness her 
mav fatally mortgage our future.”’ 

On November 29, 1954, Field Marshal Montgomery said in an address at 
California Institute of Technology: 

“T believe there is a further problem in the field of science that needs to ! 
watched. Your Nation has earned a great reputation as a mass producer and for 
your abilitv to take an idea and improve on it. I suggest that vou want to hav 
the same reputation in basic research. Basic research has given us some near- 
miracles in the past, and we want more in the future. I suggest you concentrat 
on this and lend your assistance, so that you gain for the United States a reputatio: 
in basic research that matches your reputation for production and applied 
techniques. The survival of the free world today may well depend on vour success 
in this vital matter.” 


How much basic research should the Government support? 


It is difficult to determine precisely how much basic research the Federal 
Government should support, but it is the consensus of our leading scientists and 
industrialists that the present level, $131 million out of a total research and 
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development budget of $2 billion, is too low. For one thing, applied and develop- 
ent work conducted without first laying the basic research groundwork leads to 
trial and error methods of development which are very costly in time, money, 
and effort. And equally, if not more, important, when research at universities and 
other institutions of learning is preponderately of an applied and developmental 
nature, it distorts one of the primary functions of the universities; that of increasing 
our fundamental knowledge. 

It is the mission of the Foundation to insure that the heritage of basic research 
referred to by Dr. Salk is sufficiently bountiful to permit continued expansion of 
the scientific effort required in the interest of the national economy, security, and 
welfare. Unless the Harrisons, the Steinhardts, the Parkers, and the Enders of 
the seientifie world have the funds and facilities with which to perform basic 
research, the Salks will not have the base on which the end products may be built. 


The Foundation’s basic research workload 


In 1956 the Foundation will have for consideration requests for support of basic 
research amounting to more than $30 million. Seventy-five percent of these, or 
822.5 million, will be of such high scientifie quality that they should be supported 
in the national interest. The House action would permit the support of less than 
one-third of the meritorious proposals compared with 43 percent supported in 
1955 and 59 percent that could be supported under the budget recommended by 
the President. As of March 31 we had on hand more than $16 million of basic 
research projects or almost $3 million more than the amount requested for 1956. 

The House reduction of $6 million in funds for support of basie research would 
deprive the Nation of much needed basic research and would seriously impede the 
implementation of the President’s stated beliefs that ‘“* * * this Nation must 
extend its support of research in basic science,” and that the Foundation ‘shall 
be inereasingly responsible for providing support by the Federal Government for 
general purpose basie research * * *.’? Over the past few years there has been 
an effort to shift responsibility for support of general purpose basic research from 
other departments of the Federal Government to the Foundation but it is certain 
that this movement will develop only as the Foundation’s capacity to support 
research increases. On the other hand, if the Foundation is unable to support 
the worthy research proposals it receives, it will inevitably result in other agencies 
being under pressure to support basic research not appropriate to their missions. 
Promising areas for basic research 

What are typical fields of basic research and what promise have they? First, 
there is the nucleus of the atom, which remains an enigma. It is true that the 
lisecovery of nuclear fission was the key that made available to mankind the 
incredible power promised by the famous Einstein equation. But if and when we 
can understand the structure and behavior of the nucleus the scope of further 
progress will be vast indeed. The research tools important in the study of this 
problem, high energy accelerators, prove to be very costly but are probably 
essential for its solution. 

No one knows how to make protein, the primary ingredient of muscular tissue 
and fundamental component of our dict. Knowledge of its structure and ability 
to synthesize protein would be a first step toward manufacture of food as well as 
a host of other uses. 

We are still almost completely ignorant of the process of cell reproduction, 
growth and growth control. It is reasonably safe to say that when we under- 
stand this process cancer will cease to be a menace. 

The possibilities in the study of genetics, in agriculture, for example, have 
barely been tapped. 

\t temperatures near absolute zero, produced only in the laboratory, we have 
observed such ideal performances as perfect, no-loss conduction of electricity, 
perfect transmission of heat and complete absence of friction. But until we 
understand these phenomena we cannot hope to capitalize on them with substance 
at ordinary temperatures in daily life. 

In spite of the fact that for the thousands of years of civilized man’s existence 
our sources of useful power have come from the sun, we have not learned to under- 
stand, much less to improve upon nature’s methods of storing and using sunlight. 
We are making progress, but only slowly. 

In principle even, our engines are inefficient, the best having an efficiency of 
only about 40 percent. This is fundamentally because, except for waterpower, we 
know no way to make a large primary engine except a heat engine, and heat is 
inherently wasteful as a power source, as we have known for nearly 100 years. 
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In the field of radio astronomy, in which the United States pioneered but is noy 
lagging, we are beginning for the first time to observe clearly our own galaxy and 
understand its strueture. By other recent techniques in astronomy and astro- 
physics we are beginning to study and analyze those vast nuclear laboratories of 
the skies, the hot stars like our own sun, and the cosmic explosions of novae. 

Among the most impressive of all in the world’s history have been those epoch- 
making discoveries that we cannot possibly forecast, like magnetism, electricity 
X-rays and radioactivity. These all have their origin in the basic researe| 
scientists’ search for knowledge and understanding. 


National Science Foundation programs relating to scic ntific manpower 

In addition to the support of basie research, a second major responsibility of 
the Foundation is to insure that our supply of scientific manpower is sufficient 
both in quantity and in quality to meet the Nation’s needs. The Foundation has 
three programs which relate to this responsibilitv: namely the program of graduat: 
fellowships, the program of education in the sciences, and the program for sup- 
port of basic research. Because of the urgent need to take all possible steps to 
increase our supply of competent scientists the Foundation requests that th 
reduction imposed by tne House, Which would compel us to cut our pla ined 
program for education in the sciences by $1.5 million and our support of researc! 
program by S86 million be restored. 
Proarams for immediately increas ng our supply of scientists 

Immediate assistance in the production of scientists is provided through the 
graduate fellowship and basic research programs. The graduate fellowship pro- 
gram improves the quality and quantity of scientists by enabling able young 
scientists to continue their training bevond the college level, and by encouraging 
senior scientists to add to their knowledge and competence by taking advanced 
training in their own or related disciplines 

The basie research program, in addition to providing the research so vital 
the Nation, also assists importantly in the development of trained scientists i: 
that it provides opportunities for graduate students to perform research under 
the supervision and guidance of experienced research scientists. The restoratior 
of the $6 million for basic research denied the Foundation in the House bill 
would provide more than 1,500 graduate students with the basic training requi 


to all professional scientists and would thus significantly enlarge our output of 
trained scientists. Furthermore, they would be immediately available in 1 or‘ 
vears, 


Program for long-term development of scrertists 

For the long-term development of a sufficient number of high quality scientists, 
the quality and quantity of high school and college teachers of science must be 
improved and they must be provided with the best possible teaching aids. The 
program of education in the sciences is directed to this end, and although we have 
always contemplated that this program would increase gradually, the mounting 
evidence that the U. 8. 8S. R. is on its way to surpassing us in the production 
of scientists, together with the certainty that within the next few years the high 
school and college populations will increase sharply as a result of the high postwar 
birthrate, make it imperative that this program be accelerated immediately. 

During 1955 our program of education in the sciences was devoted principally 
to studying means of attacking the important problem of inadequate scientific 
manpower, now and in the future. In addition a small experimental summer 
institute program was initiated whereby science teachers from high schools and 
small liberal arts colleges gathered together to learn from first rate expositors and 
researchers about the most important developments in their fields. There was 
also a small program whereby outstanding scientists were provided grants to 
enable them to visit smaller liberal arts colleges to lecture in their scientifie fields. 
The President’s budget provides for the expansion of these programs, for the 
development of curricular aids, and for studies of motivational and other factors 
which influence the selection of scientific careers. 

Twelve months delay in any program in this area can never be regained—even 
if unlimited funds were available—because of two fundamental facts. First, it 
generally takes at least 6 years at the undergraduate and graduate school levels 
to train a scientist capable of doing basie research; second, 50 percent of our most 
intelligent youths, the top 20 percent of our high school graduates—the boys and 
girls capable of becoming scientists—drop out of our educational system between 
high school and college. The reduction proposed by the House would seriously 
delay any real progress in coping with the national manpower problem. 
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Travel 

The Foundation requests that the reduction of $60,500 for travel imposed by 
the House be restored. The proposed reduction would result in the Foundation 
having $21,500 less for travel in 1956 than was available in the current year. 
The $89,500 recommended by the House would do little more than provide for the 
travel requirements of the National Science Board, the three statutory divisional 
committees and the advisory panels of outstanding scientists. 

The National Science Board is the governing body of the Foundation. The 
statutory divisional committees advise the National Science Board and the 
Foundation on policy matters related to their respective divisions. Advisory 
panels of the Nation’s outstanding scientists are used primarily for such things 
as the evaluation and selection of the basic research projects that should be 
supported in the national interest. These scientists receive only nominal com- 
pensation for their services and are willing to give freely of their time if funds 
are made available for expenses of travel. Utilization of our most outstanding 
scientists in this manner is one of the best means of assuring that Federal support 
of research does not. become a threat to the intellectual freedom of our educational 
institutions. 

In the past we have received serious complaints from the outstanding scientists 
who make up our advisory panels, and the three statutory divisional committees, 
to the effect that they cannot discharge their responsibilities during the limited 
number of meetings we have been able to permit each year. Even the Presi- 
dent’s budget would not permit an increase in the number of meetings for these 
advisorv bodies. 

The Foundation cannot, however, depend solely upon our consultants for 
maintaining contact with the scientific community, and for assessing the needs 
of the Nation for basic research. The staff of the Foundation must obtain first- 
hand information on activities in the various fields and subfields of science since 
in the final analysis the responsibility for the support of research rests with the 
Foundation and with Foundation personnel. To obtain this informatlon the 
staff must be ia contact with the scientists performing research. Travel funds 
are also essential to the conduct of our national science policy studies and man- 
power studies, and the administrative functions of grants administration and 
auditing. The Foundation cannot continue to operate all of its programs 
effectively with the limited amount of travel funds proposed by the House. 

The details of our needs for travel funds are presented on pages 95-100 of the 
Foundation’s budget justification. With your permission I would like to insert 
the summary in the record as part of my remarks. 

Support of attendance of scientists at scientific meetings 

I would like also to discuss briefly the statement in the House report that ‘‘the 
committee * * * has specifically denied $75,000 for grants for foreign travel 
under the grants program.’”’ This denial of funds will completely abolish the 
program of grants to scientists for attendance at major international meetings— 
and will seriously inhibit our efforts ‘‘to foster the interchange of scientific iafor- 
mation among scientists in the United States and foreign countries’’ (sec. 3) (a) 
5) (National Science Foundation Act of 1950). At the present time the Founda- 
tion is not only the most appropriate agency to provide this aid; it is practically 
the only agency available for this general type of assistance. 

No nation has a monopoly of ideas—peither can any nation hope to progress 
ifit operates ina vacuum. This is particularly true in science where each advance- 
ment depends upon knowledge of what has been discovered previously. Science 
thrives on the interchange of ideas among those working on reseerch, and there 
is no better way of obtaining this interchange than by face-to-face meetings 
between scientists of this and other countries. The Foundation has operated its 
program on a highly selective basis; it provides support only for attendance at 
those international scientific meetings judged to be important to the scientific 
effort of the United States. In many instances Foundation support has enabled 
United States scientists to participate in important meetings at which this country 
would not otherwise have been represented. The number of applications for 
support has generaily been far in excess of the number to whom support has been 
given. For example, for the third International Conference for Biochemistry 
to le held at Brussels, Belgium, in August 1955, 188 applications were received 
but only 18 grants were made; for the eighth International Botanical Congress 
in Paris, in June 1954, 104 applications were received and 20 grants were awarded; 
and for the third Gerontological Congress in London, in July 1954, 24 applications 
were received with 4 grants awarded. For all international meetings the ratio 
of applications to awards is approximately 5 to 1. 
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Applications from individual scientists for support are reviewed by expert 
consultants in the areas of science involved to determine how the individual's 
presence at a given meeting would help advance the cause of science. Those 
applicants approved are provided only a part of the expenses of attending such 
meetings. In 1954 the average travel grant was only $525, an amount which 
barely pays for transportation to and from Europe. Applicants supported have 
generally been either established scientists invited to present papers at meetings, 
or promising young scientists who can be expected to increase their competence 
by consulting with outstanding scientists of other lands. We believe strongly 
that this small program serves a very necessary function not only in the inter- 
change of information but also in advancing the education of our most promising 
voung scientists. As the recipient of a recent grant for travel stated: 

* * * The value of the opportunity to discuss problems with various European 
physiologists was incalculable. An afternoon with Arisz at Gronigen brought 
out ideas which could never have been developed by correspondence, while the 
day with Burstron at Lund justified the entire trip to Sweden, and an hour with 
Humphreys at Rothemstead was worth more than a month’s reading in a library. 
These discussions also opened up the way to future profitable correspondence 


TRAINING OF SCIENTISTS 


Senator MaGnuson. The question, ] think, that might be mis- 
understood is the amount of money that you use in what you call 
education in the sciences. 

I think that is a little confusing to a lot of people. People can 
understand a fellowship or a project where you put in assistance, but 
you are getting to a little broader field of what you are trying to do, 
a very important field, but a broader field. 

Mr. WarermMan. As I mentioned a minute ago, the training of 
scientists as a short-term immediate job is affected very directly by 
our fellowship program and by our basic-research program and we 
hope that the additional $6 million for the latter will be restored so 
that many more graduate students will be immediately trained, as 
already described. 

In a vear or two these scientists would be available for research 
and teaching positions. 

Senator MaaGnuson. In other words, it should be realized that a 
given person could move from an assistant in research to a graduate 
fellowship and could move through two programs, could he not? 

Mr. WatrerMAN. He could. As arule, though, the graduate assist- 
ants are in their last stages of advanced study. They are quite 
competent workers. They help the senior professor; get their ad- 

vanced degrees and are available at once in a year or so. This is a 
quick way “of incre asing our output at the advanced level. 

Now, the second item, education i in the sciences, for which we have 
requested restoration of $1% million, is a long-range program. 

We have held many meetings of highly distinguished people in all 
fields of science, in industry and among those concerned with educa- 
tion. Everyone agrees that in a long-range view we must get more 
students inte rested in science at the early stages in the picture. 

The fact is we are doing a remarkable job in getting our boys and 
girls through high school, ‘but in jumping from high school to college, 
50 percent ‘of the top 20 percent of our high-school students do not go 
to college. Of course, they should make able citizens in any event, 
but if they have high aptitude in science, in the country’s interest we 
ought to know w ho they are and give them every opportunity to go 
on and achieve advanced training so that they can step into the ranks 
of scientists. 
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Another fact is that the population of boys and girls in the high 
schools is now beginning to increase because of the high birthrate 
during the war. It is increasing uniformly all along the line except in 
the physical sciences and mathematics. 

This is an ominous thing. As President Killian said, in the state- 
ment quoted by Senator Smith, we must do something about this. 


ENCOURAGEMENT OF SCIENCE TEACHERS 


The program, called Education in the Sciences, to which you referred 
Mr. Chairman, is intended not to interfere with the educational process 
but is directed toward three major categories of activities. First, 
encouragement and strengthening of present high school and college 
teachers of science; second, improvement of the science curriculum, 
including the training of new teachers; and third, increased attention 
to identification, motivation, and counseling of able high-school stu- 
dents. Let me first describe things already “undertaken by the Foun- 
dation, then things in prospect. 

In the first of the three categories just described—activities aimed 
at strengthening present teachers—the major effort of the Foundation 
has gone into summer institutes designed to help high school and 
college teachers of science increase their competence—-primarily their 
subject-matter competence. These institutes have differed from both 
the typical academic summer session and the typical summer work- 
shop. In them, teachers from high schools and smaller liberal arts 
colleges and universities—especially those remote from centers of 
research— have gathered together to learn, from persons eminently 
qualified in basic research and noted for both their scholarship and 
skill in exposition, about some of the more important and recent 
concepts and methods of inquiry in their fields. It is the hope that 
these teachers, armed with new information and insights and enthusi- 
asms, will return to their colleagues and students and think anew with 
them about teaching materials, methods, and objectives in the light of 
modern scientific research. The enthusiasm with which this activity 
has been received by teachers has pointed up the necessity for the 
Foundation to increase its support for such institutes. 


OTHER SUPPORT PROVIDED 


The Foundation has been providing support experimentally to two 
further activities in the same category. The first, an alternative to 
the summer institute, is based on the belief that some teachers might 
profit more, insofar as teaching competence is concerned, from certain 
summer research experiences than from summer instruction. Under 
a grant to 1 university, for example, 10 college teachers devoted 
several weeks last summer to fieldwork at a biology station. The 
second of these experimental activities is designed to supplement the 
summer institutes by sending lecturers to the teachers rather than 
bringing teachers to the lecturers. Specifically, the Mathematical 
Association of America, under a grant from the Foundation, has 
scheduled visits of 3 to 5 days’ duration to smaller colleges and uni- 
versities by several mathematicians—again, persons noted for their 
research scholarship and skill in exposition. It is the expectation 
that in the course of such visits the lecturers will be able to bring their 
ideas and stimulation to bear not on just one member of a given staff 
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but on all members of the staff and on some of the students as well. 
The Foundation plans in the future to enlarge this program of visiting 
scientists both by including other sciences and by extending the pro- 
gram to high schools. 

In the category of activities aimed at improving the science cur- 
riculum are conferences of two kinds for which the Foundation has 
provided support. In conferences of the first kind, outstanding 
scientists and teachers have met to discuss recent developments in 
science with a view to determining what place, if any, they ought to 
occupy in the science curriculum. Conferences of the second kind, 
bringing together scientists, teachers at all levels, and State and local 
commissioners and superintendents of education, have undertaken 
to study and propose changes in the teaching of a particular science 
in one or another region of the country. The Foundation plans in 
the future to increase its support of conferences of these and similar 
kinds. 

SUPPORT OF SCIENCE ACTIVITIES 


Finally, in the category of activities aimed at increased motivation 
of able students, the Foundation has for several years provided modest 
support for science clubs, science fairs, and related activities. 

The extent to which new activities can be undertaken by the 
Foundation in the future—and old activities expanded—depends 
principally upon the availability of adequate funds; but T should like 
to deseribe briefly a few things the Foundation thinks it should seck 
to do in the future. 

In the area of improvement of science curricula there is the need 
for new teaching materials at both high school and college levels. 
While it has been deemed inadvisable on a number of grounds for the 
Foundation, as a Federal agency, to support the writing of this or 
that particular text as against some other, it has seemed to us that 
the Foundation should support the preparation of syllabi by writing 
groups appointed by national eee By syllabi we have in 
mind not texts, but outlines of topics and alternative ways of pre- 
senting them, together with copious new problem material. Such 
syllabi, distributed widely to teachers throughout the country, would 
stimulate the usual competitive writing by the teachers themselves 
of new and modern texts adapted to local needs. 

Another need is for reexamination of the curricula under which 
prospective science teachers are trained. Until rather recently our 
foremost scientists seem to have preferred to devote their full time 
and energy to research and to leave to others the preparation of 
teachers. There are now signs, however, of a growing awareness on 
their part that they have a responsibility here and that their contribu- 
tions would be both helpful and welcome. Support of conferences at 
which scientists and educators can discuss this common problem are 
now in order, as is support of some of the experimental programs 
which will emerge from such conferences. 

It seems fairly certain that in spite of our best efforts to produce 
more and better science teachers, the supply will fall far short of the 
demand in the years ahead. This being the case, new and improved 
ways of using the teachers that will be available should be investi- 
gated while there is still time to do so with care and deliberation in- 
stead of under emergency conditions. 
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WORK WITH PROSPECTIVE STUDENTS 


In the area of identification, motivation, and counseling of able 
students there is much that needs to be done. Various studies concur 
in the estimate that of the totality of students who graduate from high 
school and are competent to do college work, only about half in fact 
enter college, and of that half only about three-fifths graduate. At 
the high-school level, support of such activities as the establishment 
of student science journals, summer science experiences for students, 
and rotating science libraries would be helpful supplements to the 
already valuable science clubs and fairs. And at both high school and 
college levels new and improved counseling materials, for teachers and 
parents as well as for students, might be prepared. Finally, more 
needs to be known than is now known about intellectual and emotional 
factors characteristic of scientific ability, about motivation and coun- 
seling, and about career choices in science and science teaching. 
Support of studies designed to secure more adequate knowledge of 
such matters will contribute significantly to the strengthening of edu- 
cation in the sciences. 

All of these activities comprising the program of education in the 
sciences are done by giving support to various groups and institutions. 
In this way there is no danger of the Federal Government inte rfering 
in any way with the independence of our educational svstem. 


VOLUNTARY PROGRAMS 


Senator Maanuson. But those programs in the local school district 
or area or municipality are purely voluntary. 

Mr. WatTerMAN. Yes; but we can finance these institutes in the 
summer, and pay the expenses of teachers to go to them. 

Senator MaGnuson. How do you do that? Do you give a grant 
to the institution? 

Mr. WarerMAN. That is correct; yes. 

Senator MaGnuson. You might in some ¢ ases pay the expenses of 
a teacher that might clear through your organization that looked like 
a good prospect to go to summer school and do this type of work or 
get more education along these lines. 

Mr. WarrmrRMAN. Yes; exactly. 

Senator Magnuson. How long are the graduate fellowships for, 
a year? 

Mr. WarerMAN. They are for either a school year or a calendar 
year at the option of the fellow. They may apply again, in which 
case their applications are reviewed along with the new ones. 

Senator MaGnuson. Does that include their total expenses or just 
a lump sum? 

Mr. WarrrMAN. It gives them a stipend, the amount depending on 
the year they are in, that is whether first year, intermediate year, or 
final year, or postgr aduate. Also, their tuition is paid and allowance 
made for de »~pendents. 

Senator MaGnuson. They get a lump sum; do they? 

Mr. WarerMaN. They get a stipend, plus an allowance for depend- 
ents paid to them on a monthly basis. 

Senator Macnuson. They do not come in with their actual ex- 
penses? They get a lump sum and try and fit themselves the best 
they can within that lump sum. 
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Mr. WarerMAN. That is right, the total sum is chosen so that th, 
would feel they would not have to supplement their income in other 
ways. But it certainly is a minimum standard. 

Dr. Kelly, the Assistant Director of Scientific Personnel and 
Education, is here and could talk more in detail about that program. 
if you wish. 

Senator Maanuson. I do not think we need to do that. I would 
suggest, however, that we leave the record open for a few days. Just 
take one of these fellows as he applies, or somebody, and take him on 
through, and what he is paid, so if anybody asks the question, it can 
be answered. 

(The following material was submitted:) 


SELECTION OF FELLOWS 


In accordance with the provisions of the National Science Foundation Act 
fellows are selected solely on the basis of ability. 

The selection of predoctoral fellows is based on academic records, recom- 
mendations regarding each candidate’s ability (supplied by professors and others 
who are familiar with the candidate’s work) and finally, on the results achieved 
on the same graduate record examination, which is widely used by universities 
as a basis for admission to graduate training. These examinations, which consis: 
of optitude and achievement tests in specific fields of science, are administered 
on a nationwide basis. 

Applicants for postdoctoral fellowships do not take the graduate record exami- 
nation but instead must submit detailed proposed plans of research. 

The initial screening and evaluation of all applicants are carried on by panels 
of leading scientists and engineers from all regions of the United States. Thesi 
panels are appointed by the National Academy of Science-National Researe! 
Coun:il which assists the Foundation in this phase of the fellowship program 
this year a total of 132 individuals served on these panels. In rating the appli- 
cants, the screening panels reach a balanced judgment on the basis of the total 
evidenve presented about each applicant. The panels do not place a_prede- 
termined amount of emphasis either on the examination scores or on any other 
single item. 

The scientists who serve on the screening panels are chosen by the National 
Research Council. The Council reports the results of the screening process to 
the National Science Foundation which makes final selection of individuals to 
receive fellowship awards. The report from the Council includes an overa! 
rating of each applicant which is based on the summation of all of the evidence 
presented about that applicant. 

3ecause of the number of predoctoral applicants (approximately 3,000), it is 
not possible for the screening panels to submit rank-ordered lists to the Foundatio! 
Rather, the panels place the applicants in groups of substantially equal ability 
Fellows are selected from the two highest rated groups, with consideration of 
the legal requirement that, in cases of substantially equal ability, fellowships 
should be awarded in such a way as to result in a wide geographical distributior 
of fellowships among the States, Territories, possessions, and the District of 
Columbia. 

Because of the relatively sma!! number of postdoctoral applicants, it is possibl 
for the screening panels to present their names to the Foundation in rank order 
and al! postdoctoral fellows are chosen from this rank-ordered list. 

All applicants, both those applying for renewal awards and those making appli- 
cation for the first time, are judged concurrently by the same panels of scientists. 
Thus, in accordance with the National Science Foundation Act of 1950, new and 
renewal applicants alike are rated solely on the basis of ability, ability being judged 
by highly qualified scientists on the basis of the application materials deseribed 
above. No fellowship awards are made by the Foundation until after review 
and approval of the proposed roster of fellowship recipients by the National 
Science Board. 

In selecting individuals to receive fellowship awards the Foundation does not 
assign quotas for the number of awards to be made in any given field of study 
Rather, awards are made in such a way that the number in a given field is approxi- 
mately proportional to the number of qualified applicants in that field, 
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STIPENDS AND ALLOWANCES 


Annual stipends for National Science Foundation fellowships vary with the 
year-level of the award. In the case of predoctoral fellowships, the annual 
stipend for first-vear fellows is $1,400, for intermediate fellows $1,600, and for 
terminal-year fellows $1,800. The annual stipend for postdoctoral fellows is 
$3,400. 

National Science Foundation fellowships are awarded for either a full year 
12 months) of study, or for a full academic vear (9 months) at the option of the 
successful applicants; upon presentation by the applicant of adequate justification, 
postdoctoral awards may be made for shorter or longer periods of from 6 to 24 
months. 

The annual stipend is made available to fellows who elect the full year (12 
months) option. Fellows electing the azademic year (9 months) option receive 
nine-twelfths of the annual stipend. Married fellows are provided with depend- 
ency allowances of $350 plus $350 for each dependent child. As in the case of 
the stipend, these allowances are reduced to nine-twelfths of the annual figures 
for fellows electing academic year awards. Postdoctoral fellows who receive 
awards of longer or shorter duration receive stipends and allowances in proportion 
to the tenure of their fellowships. Tuition and required fees for fellows, that are 
assessed and collected from other individuals of similar academic standing, are 
paid to the institution by the National Science Foundation. Stipends and 
applicable allowances are provided to fellows in monthly payments. 

Mr. WaterMAN. I would like to ask, Mr. Chairman, if you care to 
hear from the chairman of the board, Dr. Barnard? 


Senator MaGnuson. Doctor, we will be glad to hear you. 
STATEMENT OF DR. BARNARD, CHAIRMAN OF THE BOARD 
GENERAL STATEMENT 


Mr. BARNARD. Senator, I am speaking now not on behalf of the 
Natural Science Board but a little bit independently. 

Senator MaGnuson. This is the Board of Twenty-four? 

Mr. Barnarp. The Board of Twenty-four. The chairman is elec- 
ted by the board. This is my fourth year as chairman. I have only 
2 or 3 things to say. 

First, this request for $20 million has the unanimous approval of 
this board. The budget comes before the board 2 or 3 times before 
it is finally acted upon. The board, and especially myself, and I 
think probably some others—I put myself personally in it—are 
worried about the fact that it is not enough. 

| have said to Dr. Waterman on several occasions, ‘‘How do you 
justify, with the functions that are imposed upon us by the act and 
with the situation as we know it exists, only asking for $20 million?” 

The answer is the one that Senator Smith gave: ‘We are proceed- 
ing cautiously.”’ I think all the members of this Board are economy- 
minded. They are not empire builders. However, the time is com- 
ing when we have to ask ourselves, in view of the situation and the 
duties that are imposed upon us, why do we hold ourselves back as 
much as we do? We have to get under way sometime. It has been 
5 years and we are now only talking about $20 million. 

The second thing I want to say that this is a very conscientious 
and hard-working Board. I tried to persuade Senator Smith and the 
corresponding people in the House last year to change the require- 
ments for a quorum because I was afraid that we would run up against 
a no-quorum situation and it might be extremely embarrassing. 
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Well, we did have one. But at the last 2 meetings of this Board, 
23 out of 24 members were in attendance. At one the absent mem- 
ber was sick and at the other, the absent member was on a mission to 
South America. 

I do not believe you can beat that for attendance to business. 

It is not merely attendance at Board meetings. There is also an 
enormous amount of paper work to be accomplished at home. 

Senator MaGnuson. I wish we could do as well in the Senate. 

Mr. Barnarp. I would not say anything about the Senate. I am 
telling you that in my experience this is something to open your eves 
about. 

The third thing I have to say is this: I think the members of the 
Board, and 1 think the scientific community generally, are today 
more than ever before aware of the importance of the National Science 
Foundation. 

I am not so sure but that a great many people were not on the 
offside a little bit about it, but as things have developed, it becomes 
increasingly evident that this Government has to participate in 
scientific research and rh areas of science in the interest of our 
society and of our Nation. 

Some of the things that have to be done just simply cannot be done 
without Government support and I think I am correct in saying that 
the leadership that is required in the scientific field, not direction but 
leadership, has to be supplied by this institution or its equivalent. 

That is all I have to say, Mr. Chairman. 

Senator Maacnuson. I appreciate your statement, Doctor, and, 
course, that is what we ran into in the inception of this bill, whe “Gs 
this was a proper field for the Government to get into, but I think 
with the way it has been run, we have proven it is a proper field for 
the Government. 

This is a new concept to the Government. 

Mr. BarNnarp. It is a delicate operation, too. 

Senator MaGnuson. I helped establish the Cancer Institute, which 
was a new concept away back in 1938. Up to that time the Govern- 
ment had paid no attention to the Nation’s health except as it involved 
the military or the Panama Canal workers. That was a new concept 
that we had to sell. 

I think now you would find a hollering and a wailing if we ever 
attempted to abolish it or not to give it sufficient funds. Then this 
comes along, which fits into the general concept, but again a new 
concept that we had to develop, as Senator Smith, has said, an 
understanding for. 

There is still a lot to be done. 

Mr. Barnarp. Yes, sir. 


TRAVEL FUNDS 


Senator MaGnuson. While the Board is here, you have a suggestion 
that they get their travel money restored. The House always picks 
on travel money. Ido not know why, but we are always talking here 
about travel money 

Mr. Barnarp. Can I say something on that? 

Senator MaGnuson. Yes, I wish you would for the record. 

Mr. Barnarp. The act requires us to have divisional committees 
and we use panels of expert scientific consultants. The people are 
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from the outside. They are not on the full-time Government payroll 
and none of the members of this Board are on the Government payroll 
except for the statutory $25 per day. They come from all over the 
country. That is the way we are required to operate. We are not 
like any ordinary bureau. 

A very large part of the help we get in running the Foundation has 
to be, and is, on a voluntary basis. All that you can do is pay the 
expenses of these people, but that bill is bound to be bigger than the 
ordinary operation. 

Senator Magnuson. I think it is a good investment. We are 
getting the benefit of a lot of good experience and good advice just 
for the travel expense. 

Mr. Barnarp. Yes, sir; just the cost of travel and a small amount 
of compensation. 

Mr. WarerMAN. Actually, the requirements for the travel of our 
Board, plus the advisory committees, statutory and otherwise, the 
consultants, amounts to $81,600 and the House has cut us to $89,500 
for all travel, thus allowing less than $8,000 for all staff travel. 

As for the staff, we cannot be a mail-order house here in Washington. 
We have to get around and see that the Government does right by 
these operations and administers them well. 

We also have to know what the scientists are doing so we can bring 
it home to the Government departments and to scientists generally. 

Senator MaGnuson. The least we can do for them is pay their 
travel expenses. 

Mr. WATERMAN. Yes, and our own staff has to travel. 

Senator MaGgnuson. Yes. We will take a close look at that last 
thing. Your summary will be placed in the record. 

(The material referred to follows:) 


SUMMARY OF TRAVEL REQUIREMENTS FOR THE NATIONAL SCIENCE FOUNDATION 


The nature of the programs of the National Science Foundation requires that 
the National Science Board, divisional committees, advisory panels, and part-time 
onsultants meet periodically and that full-time staff members maintain close 
liaison with the research supported by the Foundation and with the scientific 
community. In fiscal years 1954 and 1955 the lack of sufficient travel funds 
seriously impaired the effectiveness of the Foundation’s operations. In the inter- 
est of permitting examination of the Foundation’s travel requirements as a whole 
and in order to point out the seriousness of some of the economies the Foundation 
has been forced to effect, the estimates for travel for the four activities are pre- 
sented in this summary. 

The major portion of the Foundation’s appropriation is obligated for grants in 
support of basic research and for the training of scientifie manpower. Research 
grants have now been awarded to more than 225 institutions, widely distributed 
throughout the United States. National Science policy studies, as well as other 
studies of special and urgent nature, have increased materially over the 1953 level. 
All of these areas of increased workload require increases in travel for advisory 
panels, the program staff, and special study groups, as well as for such policy- 
making bodies as the National Science Board and the divisional committees, and 
for purposes concerned with administration. 

It should be noted also that none of the agencies with research programs closely 
paralleling that of the Foundation have similar travel limitations that affect the 
development or supervision of their research programs. While it is recognized 

hat appropriations or experience of othe ‘r agencies should not serve as a basis for 
determining requirements of the Foundation, it is believed that the Foundation’s 
control of travel funds compares favorably with other Federal agencies and with 
private foundations operating similar programs. Adequate travel funds for the 
purposes of development and supervision of scientific research activities result in 
greater economy, not waste. 
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NATIONAL SCIENCE BOARD 


The National Science Board consisting of 24 members, ‘“‘* * * eminent in th; 
fields of the basic sciences, medical science, engineering, agriculture, education. 
or public affairs;’’? appointed by the President, was established bv the National 
Science Foundation Act of 1950. It is the primary policymaking body of the 
Foundation and must approve each research and graduate fellowship grant 
awarded by the Foundation. In the past the Board has met on the average of 
seven times each year. The estimate for 1956 is on the basis of seven meetings 
during the vear, and such individual travel as is necessary in carrying out the 
Foundation’s business. 


DIVISIONAL COMMITTEES 


The National Science Foundation Act of 1950 directs that there be a divisional] 
committee for each division of the Foundation to advise the National Science 
Board, the Director, and the divisions on policy matters. In addition to regularly 
scheduled meetings the services of individual members are required from time to 
time. Attempts to restrict meetings to 1 or 2 a vear have in previous years 
brought sharp criticism from the committees to the effect that they cannot dis- 
charge their function of advising on policy matters unless more meetings ar 
possible. The number of meetings scheduled for 1956 is based on what is con- 
sidered to be the absolute minimum, namely three meetings for each committee 


ADVISORY PANELS AND CONSULTANTS 


Advisory panels, with membership representative of the Nation’s outstanding 
scientists, review and evaluate research proposals, and advise program directors 
on the best means of carrying out program objectives. The services of thes 
outstanding scientists could not be obtained on a full-time basis, but by judicious 
use of travel funds they can be employed on a part-time basis at small cost 
personal services. The Foundation currently has 15 advisory panels, 12 in th 
science divisions, 1 for social sciences, 1 for scientific manpower information, and 
1 for the program on exchange of scientific information. There are only 6 advisory 
panels for the 8 program areas in the biological and medical sciences. <A separat 
panel for each of the eight programs will be necessary in 1956. It will also be 
necessary in fiscal year 1956 to establish an advisory panel for the educatior 
the sciences program. 

The Foundation has been forced in the past to curtail travel drastically for 
these groups. Program directors have been forced to assemble meetings of their 
panels whenever several of the members were in attendance at scientific meetings 
at their own expense or the expense of other groups. Such practices result in 
an unbatanced panel and could have a deleterious effect on the research program 

Within the last few months several advisory panels have expressed serious 
concern over the handicap under which they operate. The following is a quota- 
tion from a resolution passed by one of the panels: 

“Your panel is deeply concerned about its own ineffectiveness. It feels 
responsibility for maintaining a reasonable balance across a broad area of dis- 
ciplines * * *. In order to maintain such a balance it is essentia! that it review 
research proposals * * *. The present travel fund restrictions are such that it 
is questionable that the panel can meet more than once a year. We feel that it is 
impossible to assume responsibility for the advisory functions expected of our 
panel on this basis * * *. We urge that steps be taken to remedy our present 
situation * * *.” 

The estimate for 1956 provides for enly two meetings of each advisory panel 
and the limited use of consultants on an individual basis. 


SPECIAL COMMITTEES 


+ 


In addition to advisory panels the Foundation requires the services of out- 
standing scientists to serve on special committees for such things as surveying 
specific fields of science, identifying gap areas, or studying problems of science 
resulting from the findings of bodies outside the National Science Foundation. 
On the basis of past experience it is estimated that seven specia! committees Ww! 
be required in fiscal year 1956. 





n the 
ation, 
‘ional 
f the 
yrant 
we of 
‘tings 
t the 


sional 
‘ience 
larly 
ne to 
years 
t dis- 
'S are 
. Cone 
ittee 


‘their 
‘tings 
alt in 
PTA 
rious 
uota- 


els & 
f dis- 
eview 
hat it 
t it is 
if our 


esent 


panel 


out- 
eying 
rience 
ation 
s will 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 435 


STAFF 


The Foundation does not have field or regional offices. While this fact makes 
the operation of the Foundation economical it also makes it all the more necessary 
that sufficient travel funds be available to enable the staff through personal 
contact to keep its operations effective. Staff members must regularly visit 
educational and research institutions throughout the country to keep abreast 
of the latest developments at institutions performing research, to encourage 
research in areas where institutions are performing little or no research, and to 
consult with investigators conducting research under grants from the Foundation. 

Recently one of the advisory panels strongly recommended that the program 
director meet with each investigator having a research grant from the Foundation 
at least once during the period of the grant and not less than once each 2 years. 
During the past 12 months Foundation staff members have been able to visit only a 
small fraction of the 377 universities and colleges capable of or now conducting 
basic research. In fact, during the same 12-month period staff members were able 
to visit only one-half the institutions having Foundation grants. The percentage 
of such trips by each program director to the institutions with research grants in 
his field is, of course, far less. For example, 1 program director with grants at 
more than 50 institutions was able to meet with only 4 of the investigators during 
the past vear. 

One advisory panel has expressed its concern regarding inadequate funds for 
staff travel as follows: 

“Tt seems to us that an important function of the program director * * * is to 
be personally acquainted with the people and places to whom the Foundation 
gives support * * *. It would seem to us very shortsighted if those responsible 
for keeping the Foundation in close touch with the people whom it tries to serve 
should be hampered in carrying out their duties by not having funds with which 
to do some of the obvious contact making. 

Staff travel is also necessary in connection with National Science Policy Studies, 
Training of Scientific Manpower, and Scientific Information Exchange, as well as 
for general administrative purposes such as grants administration and auditing. 
The responsibilities of the Direetor, Deputy Director, and Associate Director 
require that they attend meetings of various national and international associa- 
tions and committees as well as educational institutions. In 1954, for example, 
these three individuals were in travel status for approximately 150 days. An 
absolute minimum of 160 travel davs are required for the auditing and grants 
administration functions. Other administrative personnel are required to travel 
at intervals throughout the year 

In conclusion the $150,000 requested for travel in fiscal year 1956 is the absolute 
minimum with which the Foundation can discharge its function efficiently even 
after allowing for travel which is provided for under certain grants and contracts 
such as that furnished by the National Research Council in the testing of fellow- 
ship candidates. 

The table on the following page presents the details of the Foundation’s require- 
ments for travel in 1956. 
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Details of travel estimate fiscal year 1956 


| 
Number | Number 
of of 


| members | meetings 


Cost per 
meeting 


National Science Board: 
Scheduled meetings 
Individual trips, 50 days- - 


Subtotal, National Science Board _. 


Divisional committees: 
Biological and Medical Sciences 
Individual trips, 10 days-- 
Mathematical, Physical, and Engineering Sciences 
Scientific Personnel and Education 
Individual trips, 20 days 


Subtotal, divisional committees 
Total, National Science Board and divisional committees 


Advisory panels and other scientific consultants: 
Program Analysis Office 
Advisory Panel for Social Science Studies - - 
Special committees (3 
Individual trips, 50 days 


Subtotal, Program Analysis Office 


Biological and Medical Sciences: 
Advisory Panel for Anthropology : 
Advisory Panel for Developmental Biology - 
Advisory Panel for Environmental Biology - 
Advisory Panel for Genetic Biology 
Advisory Panel for Molecular Biology--- 
Advisory Panel for Psychobiology 
Advisory Panel for Regulatory Biology 
Advisory Panel for Systematic Biology 
Individual trips, 9 days 


730 
520 
520 
520 
910 
650 
, 000 


nmre 


~] 


t 


Nroer 


Mathematical, physical, and engineering sciences: 
Advisory Panel for Astronomy 
Advisory Panel for Chemistry 
Advisory Panel for Earth Sciences 
Advisory Panel for Engineering Sciences 
Advisory Panel for Mathematical Sciences 
Advisory Panel for Physics 
ay 


pecial committees (2 


whon Ss 


wo 


Subtotal, mathematical, physical, and engineering 
sciences 


Scientific personnel and education: 
Advisory Panel for Scientifie Manpower 
Advisory Panel for Education in the Sciences 
Special committees 
Individual trips, 71 days 


Subtotal, scientific personnel and education 


Scientific Information Office: Advisory Pane] for Scientific 
Information 


Total, advisory panels and consultants 


Days in 
travel 
Staff status 
Office of Director and Administration 320 
Program Analysis Office 500 
Biological and Medical Sciences 435 
Mathematical, Physical, and Engineering Sciences 100 
Scientific Personnel and Edueation 208 
Scientifie Information Office 


Total, staff_. 


Total travel requirements 
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AMOUNT REQUESTED OF BUREAU OF THE BUDGET 


(The following information was later submitted:) 


May 20, 1955 
Dr. ALAN T. WATERMAN, 
Director, National Science Foundation, 
Washington, D. C. 


DEAR Dr. WatrERMAN: There is some additional information the committee 
would like to have from you to complete the record on your fiscal 1956 appropria- 
tion. 

We would like to know under each category contained in the bill the amount 
you requested of the Bureau of the Budget. In addition to these sums we 
would like to know what items had to be eliminated from your prospective work- 
load in order to meet the figure the Bureau of the Budget allowed you. 

Will you please furnish this information as soon as possible? 

Thanks and kindest regards. 

Sincerely, 
WARREN G. MacGnuson, 
United States Senator. 


NATIONAL SCIENCE FOUNDATION, 
OrricE OF THE DIRECTOR, 
Washington, Be. May 1, 1955. 
Hon. WARREN G. MaGNuson, 
Chairman, Senate Subcommittee on Independent Offices Appropriations and 
General Governmental Matters, 
United States Senate, Washington, DG. 

My DEAR SENATOR MaGNuson: In response to your request of May 20, 1955, 
the following information is submitted relative to our fiscal year 1956 appro- 
priation. 

The Foundation’s budget request submitted to the Bureau of the Budget for 
1956 was for a total of $24,650,000, which was subsequently reduced to %20 
million, the amount contained in the President’s budget. A comparison of the 
initial request and the President’s budget, by activity, is as follows: 


Initial President’s 


iffere .o 
request budget Difference 


National Science policy studies $1, 008, 000 $926, 000 $82, 000 
Support of science - 22, 716, 000 18, 332, 000 4, 384, 000 
Scientific information exchange. 7 511, 000 350, 000 161, 000 
Executive direction and management 415, 000 392, 000 23, 000 


Total ; ba 24, 650, 000 20, 000, 000 4, 650, 000 


The program most seriously affected is ‘‘Grants for support of research,’ one of 
the two major programs under the activity, “Support of science.”” The net reduc- 
tion of $4,384,000 for “Support of science,’’ as shown in the above table, applies 
solely to the ‘‘Grants for support of research program.” In fiseal vear 1956 the 
Foundation expects to have for consideration a total of approximately $30 million 
in requests for support of basic research. On the basis of our past experience, it 
is estimated that at least 75 percent, or $22,500,000, will be of such high scientific 
merit that they should be supported in the national interest. The $24,650,000 
proposed budget would have permitted the Foundation to support approximately 
80 percent of these highly meritorious proposals, whereas the President’s $20 
million budget would permit the Foundation to support approximately 60 percent 
of these proposals. This reduction of $4,384,000 of potential support for basic 
scientific research, and the accompanying loss of training opportunities for up 
to 1,300 graduate students, is the significant workload which could not be sup- 
ported under the President’s budget. 

As you know, the House action would eliminate approximately $6 million more 
from the support of basie research with a consequent further reduction of up to 
1,800 in the number of graduate students who could receive training under these 
grants, 
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The estimate submitted to the Bureau of the Budget for the Internationa] 
Geophysical Year program was $11 million, the same amount as contained j; 
the President’s budget. 

Sincerely yours, 
ALAN T. WATERMAN, Directo 


STATEMENTS OF JOSEPH KAPLAN, L. V. BERKNER, HUGH ODI. 
SHAW, L. M. GOULD ON THE INTERNATIONAL GEOPHYSICAL 
YEAR 


INTERNATIONAL GEOPHYSICAL YEAR 


Senator MaGcnuson. What about the International Geophysical 
Year? 

Mr. WaTeEeRMAN. Yes, we have with us Dr. Berkner 

Senator Maanuson. Right there I want to say that if all these 
other people have testimony, feel free to put it in the record. 

Mr. WaterMAN. Thank you, sir. We do have several prepared 
statements on the International Geophysical Year. 

What I wanted to bring out is that there are some 40 nations now 
in this program which, as you know, is planned for 1957-58, and the 
total cost of the program is estimated at more than $150 million on the 
part of all these nations. The estimate of the United States program 
for 1955 and 1956 was $13 million and we had $2 million appropriated 
last year as a first installment. 

The amount requested for 1956 in the President’s budget would 
provide the remaining $11 million for the program presented. 

I will not go into the areas covered here if I may present my state- 
ment on that, Mr. Chairman. 

Senator MaGnuson. Yes. 


(The material referred to follows:) 


STATEMENT OF ALAN T. WATERMAN, DipectoR, NATIONAL SCIENCE FOUNDATION 
RELATIVE TO THE APPROPRIATION “INTERNATIONAL GEOPHYSICAL YEAR, Na- 


TIONAL SCIENCE FOUNDATION”’ 


Without going into details, which will be discussed later by Drs. Berkner and 


Waplan, I would like to say a few words about the International Geophysical Year 
program. 

The International Geophysical Year is a major research undertaking in the geo- 
physical sciences, to be conducted in 1957 and 1958 by 40 nations, each with its 
own program but with all programs closely coordinated to insure best results 
During the International Geophysical Year the participating nations will make 
scientific observations all over the world, and several nations including the United 
States will maintain stations in Antarctica. The total cost of the program is 
presently estimated at more than $150 million. The estimate for the United 
States program for 1955 and 1956 was $13 million of which $2 million was appro- 
priated last year. The amount requested for 1956 in the President’s budget will 
provide the remaining $11 million for the program presented. The global nature 
of the research will in all probability vield significant results in such areas 
as weather forecasting, communications, and transportation, both air and sea. 
Because of our advanced technology in all of these areas we should be able to take 
immediate advantage of new knowledee that is discovered. 

The House bill would reduce the International Geophysical Year appropriation 
bv $1 million or about 9 percent. While this reduction might appear small its 
effects on the total program would be large. It must be remembered that the 
International Geophysical Year program is a one-time activity confined to a 
stipulated period of time. Thus it would not be possible to postpone $1 million of 
the program until a later date. Neither would it be possible to prorate a reduction 
across all programs. I say, with all sincerity, that the appropriation request of 
$11 million is a minimum estimate for the programs submitted. It contains no 
surplus funds. The estimate was based on the experience of scientists, expert in 
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the fields concerned, and it has been verified by 1 vear of actual experience in the 
procurement of equipment and services. If any criticism can be made of the esti- 
mate it is that we erred on the side of conservatism. The United States has an 
important responsibility to insure that its share in the worldwide program is fully 
and completely carried out, in such a way that the scientific value of the program 
is not impaired. 

If the reduction represented by the House bill should remain it would necessitate 
complete elimination of individual projects with little or no possibility of restoring 
them in the future. Such action could not help but have adverse effects not only 

the United States program, but on the international program for the Interna- 
tional Geophysical Year. It would force us to abandon a segment or segments 
of the program judged to be scientifically advantageous to the United States, 
and it would also seriously upset the coordinated plans in which many other 
countries have concurred and for which operational details are now being worked 
out. The final result would be that the scientific value of the program would be 
impaired and United States prestige would suffer both scientifically and from an 
international relations point of view. 


JUSTIFICATION— SUMMARY STATEMENT 


Transmitted herewith is the justification for the appropriation ‘International 
Geophysical Year, National Science Foundation.’ This estimate is $11 million, 
an increase of $9 million over the appropriation for fiscal year 1955. The 1955 
appropriation was primarily for the procurement of technical equipment having 
a lead time of approximately 2 years. 

Since the last session of Congress, progress has been made in the development of 
the United States program and also in the programs of the other nations partici- 
pating in the worldwide effort. Satisfactory progress has also been made in the 
procurement of long lead-time equipment, and most of the funds appropriated 
for this purpose have been obligated. Reviews and refinements of the United 
States program have been conducted while a major preliminary step has been 
taken in the United States Antarctic effort with the voyage of the U. S. S. Atka 
to Antarctic waters. Similar progress has characterized the program abroad: 
delegates from the participating nations met in Rome in September and October 
1954 to review and coordinate technical aspects of the program; additional coun- 
tries joined the effort, raising the number from last year’s 31 to 38; and several 
nations have initiated their Antarctic activities. 

The basis for this extraordinary effort on the part of so many nations is the 
importance of global geophysical data and knowledge to modern man, stimulated 
by the current availability of tools and techniques that make it possible to secure 
this information. The International Geophysical Year encompasses a many- 
faceted investigation of our planet: the surface and core of the earth, the oceans 
and their depths, the atmosphere. 

These features of our environment, particularly the atmosphere and the oceans, 
affect the daily lives of all individuals, the transactions of commerce and industry, 
the safe conduct of land, sea, and air travel and transportation, and the range and 
reliability of all radio communication and navigation systems. This environment 
controls, in these and many other ways, both the civilian and defense welfare of 
the Nation. 

Our knowledge of most of the fields of geophysics is presently inadequate. In 
large measure this stems from the worldwide nature of geophysical events. 
Storms forming off the east coast of Asia may cause a cold wave to surge over the 
United States a week later, which may in turn create a new storm in the mid- 
Atlantic and subsequent floods and snow avalanches in Europe. Solar flares 
create magnetic disturbances and may cause failure of radio communications over 
an appreciable region of the earth. Each of the fields in the proposed program 
(for example, meteorology, oceanography, ionospheric physics, and cosmic rays) 
is characterized by its global nature and its relation to solar energy and dis- 
turbances. Advances in these fields accordingly require measurements and ob- 
servations all over the world. These measurements, for maximum results with 
minimum effort, must be made simultaneously by the major nations so that the 
worldwide pattern in each field can be established and so that the relationships 
between fields can be determined. These technical considerations led to the 
proposal of the International Geophysical Year, and the period of time for this 
intensive research program, 1957-58, was selected largely because it coincides 
with a period of maximum sunspot activity. 

The program of the United States was formulated by the United States National 
Committee for the International Geophysical Year. This committee was estab- 
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lished by the National Academy of Sciences—National Research Council as thy 
adhering body of the United States to the International Council of Scientific 
Unions. The committee was assisted in its plans by leading scientists of the 
Nation in private laboratories, universities, and such Federal agencies as thy 
Departments of Defense and Commerce, as well as the National Science Founda- 
tion. The United States program is a national program, based on our Nation’s 
needs. It encompasses work under eight major categories: Astrogeophysica| 
measurements, meteorology, oceanography and glaciology, ionospheric physics, 
aurora and airglow, geomagnetism, cosmic rays and rocket exploration of the 
upper atmosphere. 

Work in seismology and gravity measurements is also contemplated. Thy 
researches will be conducted in four major geographical regions of importance to 
our national interests: (1) Aretie and sub-Aretic; (2) middle latitudes of the 
Northern and Southern Hemispheres (including the United States; Centra 
America, South America, and adjacent parts of the Atlantie and Pacifie Oceans 
(3) the Equatorial Pacifie (largely the Micronesia group of island possessions and 
trust territories of the United States); and (4) the Antarctic and sub-Antarctic 

This program of svnoptie observations in the earth sciences will add greatly t 
our scientific knowledge, and the research which will accompany the analysis of thi 
data should provide for better understanding of these important fields. It wil 
also, because geophysical data have immediate value in such fields as weather and 
radio communications forecasting, provide technical information of immediate 
practical value. The interest of the Nation in these and other areas has been 
carefully considered by many scientists, by the United States National Committee, 
by the National Academy of Sciences, and by the National Science Foundation 

The interests of the Government in the program are exceedingly great. Thi 
several agencies having responsibilities in various areas which involve or depend 
upon geophysical phenomena are acquainted with the program and many will 
make major contributions to it. Members of several of their staffs have assisted 
in the formulation of the program. The Bureau of the Budget requested reviews 
by the Departments of State, Defense, and Commerce, the Office of Defense 
Mobilization, and the Atomie Energy Commission; their comments are presented 
in the appendix. The National Science Foundation and the National Academy ot 
Sciences have also consulted these agencies. 

The budget for the scientific program to be undertaken by the various nations is 
estimated to total between $100 and $150 million. Each nation provides for its 
own funds: no pooling of funds or subsidies are involved; $2 million were appro- 
priated for the United States program for fiseal year 1955 for the procurement of 
scientific equipment and instrumentation having a 2-year lead time; $11 million 
additional are needed in fiseal year 1956 in order to meet the time-table of opera- 
tions, which involve commitments to participating institutions early in fiscal year 
1956. The program will largely be conducted by grants to private research 
institutions and universities; existing Federal facilities, where unique experience 
exists, will be utilized for the economic procurement of major items of specialized 
equipment, and for the installation and operation of many of the remote field 
stations. 

Il. UNITED STATES PROGRAM AND BUDGET 

The estimate 

The United States program was formulated and estimates were made by the 
United States National Committee of the National Academy of Sciences— National 
Research Council, in cooperation with several hundred leading American scien- 
tists. The overall program is divided into the major scientifie fields, with ar 
additional item for executive direction. The National Science Foundation, after 
an intensive review of the work of the committee, has endorsed the program and 
estimates. The following table presents the estimates for fiscal vears 1955 and 
1956: 
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re Fiscal year Fiscal year a 
Field 1955 1956 Potal 


Astro-geophysical measurements. - ; idiak . $32, 000 $214, 900 $246, 900 
Meteorology a8 i - : 0 2, 083, 000 2, 083, 000 
Oceanography and glaciology- ___- f ain a 0 _ 618, 000 , 618, 000 
Ionospheric physics. -- saoee ; : 523, 000 , 708, 600 2, 231, 600 
Aurora and airglow ee ats cone eaae 143, 000 , 516, 000 , 659, 000 
Geomagnetism es Ey aS a 15, 000 , 409, 600 , 424, 600 
Cosmic rays Fe 0 , 172, 800 , 172, 800 
Rocket exploration of the upper atmosphere___-- <4 1, 172, 000 660, 800 , 832, 800 
Subtotal ised acu pete ; am 000 , 383, 700 2, 268, 700 
rechnical direction: 
USNC-IGY e leis Mes oS Ae ES , 000 581, 300 681, 300 
National Science Foundation: 
01 Personal services 5 ee . 5, 000 30, 300 45, 300 
02. Travel Bie g metcia adald 0 4, 700 , 700 


Subtotal - ota . 5, 000 616, 300 731, 300 


Total a0 es pane 2, 000, 000 , 000, 000 13, 000, 000 


INCREASE IN ACTIVITY 


Senator MaGnuson. That adds up to the reason we are going up 
just in the field itself from $1,185,000 to $10,383,000 plus. 

» For 1956 you have pointed out the increase in the activity in astro- 
geophysical measurements, the cosmic rays, and all the matter pertain- 
ing to that. 

When does this program end? 

Mr. WarerRMAN. 1957 and 1958 are the actual years during which 
the observations will be made. There will be the gathering of the 
data and the publishing of the data following that, so something in 
the order of 1960 would finish the whole operation. 

The actual opeations and the data taken by the chain of stations 
sethup by the nations will actually be taken in 1957 and 1958. The 
funds requested are for the preparations that must be made in pre- 
paring the instruments and the observers and getting the equipment 
set in position and tested, and so on. 

Senator Magnuson. Where are they going to do all this? 

Mr. WatrerMAN. All over the world. 

Senator Magnuson. And they have to compile it and put it all 
together? 

Mr. Waterman. That is correct. The cut on the part of the 
House was $1 million; while that is only 9 percent, the $11 million 
was right the first time and we can give you the consequences of this 
cut, which will be quite severe, even though it looks like a minor 
pereent. 

Senator MaGnuson. You put that in the record. 

(The material referred to follows:) 


STATEMENT BY Mr. Hucu OpisHaw, Executive Secretary, UNITED STATES 
NATIONAL COMMITTEE FOR THE IGY 


During the last session of Congress, the basic United States program was 
presented to the Congress in the course of requesting appropriations for equipment 
having an unusually long lead time. At that time the budget estimates for the 
basic United States program, as it was then conceived, totalled $13 millions. 
Congress appropriated $2 millions for equipment having long lead time, and 
with these funds the United States program has been launched. 
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The present budget request of $11 millions before the Congress represents the 
balance of the fund originally estimated for the basic program. These funds are 
required in fiscal year 1956 for the execution of the United States program in 
the eight major program areas: astro-geophysical measurements, meteorology, 
oceanography and glaciology, ionospheric physics, aurora and airglow, geo- 
magnetism, cosmic rays, and rocket exploration of the upper atmosphere. The 
sum of $11 millions represents a minimum budget for the basic program planned 
last year for these fields. From a fiscal point of view, the United States Nationa! 
Committee and the National Science Foundation permitted no leeway in the 
budget: the funds requested will barely cover the program needs submitted to 
you, as I shall endeavor to explain. 

Examination of the program, and especially of the nature of the projects, 
reveals that reduction would have very serious consequences on the program, 
These consequences have two aspects, one a national scientifie aspect, the other 
an international scientific one. A reduction of, for example, $1 million would 
have the following effect on the United States program: 

First, because the budget is a minimum one, it will be impossible to make a 
proportionate reduction in each project, for to do this would vitiate the whole 
project. Let us take as an example an ionospheric station. The purpose of such 
a station is to make regular probings of the ionosphere at set intervals throughout 
the 24 hours of each day. The choice of the location of a station is based on the 
existence of a gap in our coverage of the world; national interests have determined 
our choices but there also have been international technical agreements as to the 
need for filling gaps by the participating IGY nations. The cost of the ionospheric 
equipment is a known fixed item. It is also known that two men are necessary to 
operate the equipment on a round-the-clock basis. Spare parts, supplies, travel 
costs to a remote site, the cost of the shelter protecting the equipment—these and 
similar costs are also known. The National Bureau of Standards has had exten- 
sive experience in the operation of such field stations and is currently running a 
number of these stations. Thus, the costs area matter of fact. The estimates in 
the basic IGY budget before the Senate reflect these costs, and there is no leeway 
in our estimates. Therefore, a cut of, say, 10 percent jeopardizes not a part of the 
station’s operation but all of it. The projects we are talking about do not involve 
work which can be adjusted: these projects involve a regular set of measurements 
Even if we decided to take 10 percent fewer measurements, there would be no 
reduction in cost, for the same equipment would be needed, the same two men, 
the same supplies and tools. Thus, a 10 percent reduction means eliminating total 
projects, total stations, 

Second, from a scientific point of view, the elimination of any project would be 
very serious: We would lose valuable scientific information that could only be 
obtained during the IGY if we are to take advantage of the efforts of other nations 
whose results are essential to the value and practical uses of our own investigations. 
Since this program must be done in a limited period of time—1957—58—there is no 
possibility of stretching out a program, in the hope that one can do later what 
is eliminated now: The IGY period is our only chance to undertake these projects 
when the observations from each station can mutually support the observations 
from every other station throughout the world. 

A reduction in the United States program would also have a major effect on 
the total international program. As you know, the IGY has been undertaken 
by more than 40 nations because each of the fields require worldwide geographical 
studies. Each of these fields, therefore, must be studied for its own sake on a 
worldwide basis. At the same time, all of these geophysical fields are interrelated. 
For example, aurora, geomagnetism and the ionosphere are closely related: dis- 
turbances in one have effects on the others. For maximum results, all must be 
studied at the same time everywhere. Accordingly, the international program 
has been planned so that the participating nations provide networks of stations 
within their own boundaries, possessions, and adjacent regions of interest. What 
one nation does thus presupposes adequate coverage of other regions by other 
nations. Failure by one nation to study a field, jeopardizes the full value of the 
work of other nations in that field, and so the elimination of United States pro- 
grams would have a profound influence on the total international effort. This 
is why the will of all participating nations, each to carry out its full program, has 
so much significance. 

Thus, if a reduction in the proposed budget is made, United States scientists 
would be faced with the necessity of preserving in their entirety most of the 
planned programs, and acceding to the necessity of eliminating from their plans 
one or more of the scientific programs. For example, the proposed budget 
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reduction could be achieved by eliminating plans for a program in oceanography, 
which is budgeted at $1,196,000; or it may be necessary to discard plans for 
global soundings of the ionosphere now budgeted at $986,900; similarly the reduc- 
tion could be achieved by eliminating all special meteorological measurements, 
except in the Antarctic, thus eliminating a budget item of $800,000. The conse- 
quences of such action to the worldwide measuring programs and to the practical 
use of the end results will have very grave implications: In oceanography it 
would be necessary to accept the loss of information affecting such factors as 
ocean levels, currents and tides which have such practical applications to ses 
travel and the economies of nations and peoples bordering on the oceans. In 
ionospheric physies we would face the loss of very important information essential 
to the improvement of our long distance radio communications, particularly in 
the Arctic and Antarctic which are the communications regions most difficult to 
understand. Implications inherent in the loss of a major part of the meteorology 
program are emphasized by the recent disastrous hurricanes and droughts which 
have beset the United States; our need for better information of a worldwide 
nature to predict and understand such phenomena is obvious. At the same time, 
such reductions would seriously jeopardize the programs of other nations that 
depend on a genuinely world effort. 

With the $11 million, the United States basic program could be successfully 
undertaken. The scientific program of the United States has been repeatedly 
scrutinized both by the United States National Committee for the International 
Geophysical Year and by a large number of the leading United States scientists in 
each of the scientific disciplines for which a program has been planned. The 
United States program was then presented at a meeting of a Special Committee 
for the International Geophysical Year of the International Council of Scientific 
Unions in Roine last September and accepted with few changes as an integral part 
of the international program for global coverage of these geophysical fields. One 
of the most heartening aspects of the Rome meetings was the evidence that other 
nations were planning programs up to their full scientific capacities. This fact 
alone is assurance that the programs will achieve global coverage and results of 
extraordinary significance to practical problems such as weather forecasting, 
communications, and sea and air transportation and the national defense. 

The Rome meeting revealed the remarkable interest and extent of participation 
by other countries as suggested, for example, in the Antarctic. The Rome 
meeting also revealed gaps in the international program—gaps in the plans of the 
fields originally envisioned, and gaps in the form of scientific fields that should be 
added to the basic program in view of its worldwide scope and the unusual oppor- 
tunity for making special studies in regions ordinarily difficult of access. 

Gaps of the first kind were revealed primarily in two areas—the Antarctic and 
the Equatorial Pacific. 

Precisely because some 26 stations had been planned in the Antarctic and the 
Antarctic waters, the Rome meeting realized the opportunity for truly full con- 
tinental coverage if some large blank areas on the continent were filled in. For 
this reason, the Rome meeting strongly recommended that the nations of the 
world consider establishing stations at Vahsel Bay in the Weddell Sea, at the 
Astrid Coast, and at the Knox Coast. At the same time, and for similar reasons, 
the Equatorial Pacific was recognized as an area that required a denser network of 
stations along both the Equator and the 140° East networks. 

Several fields of science received new attention—particularly seismology and 
gravity measurements. The Rome meeting recognized in particular that remote 
regions, ordinarily inaccessible, would be open during the IGY and urged that 
work in seismology and gravity be undertaken on a broad basis, with particular 
emphasis on such regions as the Antarctic and Equatorial Pacific. Not only are 
these added efforts of great scientific value, but again they require joint activities 
of many nations if the program of each is to succeed fully. Since there is no 
pooling of funds, each program being a national one, the success of this worldwide 
venture depends upon cooperative action by all nations to assure that each covers 
its regions of interest during the IGY. 


Senator MaaGnuson. One thing | do not understand here is this 
USNC-IGY. What is that? 

Mr. WatTrerMAN. That is the United States National Committee, 
which is housed under the National Academy Science—National 
Research Council. 

Senator Maanuson. Did we get into this by treaty? 
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Mr. WaTeRMAN. By agreement of the International Committee of 
Scientific Unions that appointed a Special International Committee 
on the Geophysical Year. 

Senator MaGnuson. Our part here was the United States National 
Committee of the Academy of Sciences? 

Mr. Waterman. That is correct. 

Senator MaGnuson. They are the ones that committed us to 
participate? 

Mr. Waterman. It was agreement among all the nations. 

Senator MaGnuson. They made the proposal? 

Mr. WatrreRMAN. Yes. 

Dr Berkner could talk from an international standpoint to you at 
this point, Mr. Chairman, very briefly. He is vice president of the 
Special Committee on the International Geophysical Year. 

Senator MaGnuson. Allright. You may put in the record anything 
you wish. 


STATEMENT OF L. V. BERKNER, VICE PRESIDENT, SPECIAL 
COMMITTEE ON THE INTERNATIONAL GEOPHYSICAL YEAR 


PREPARED STATEMENT 


Mr. Berkner. May I put this statement in the record, Mr. 
Chairman? 

Senator Maanuson. Yes, certainly. 

(The statement referred to follows:) 


STATEMENT BY Dr. L. V. BERKNER, VICE PRESIDENT, SPECIAL COMMITTEE ON 
THE INTERNATIONAL GEOPHYSICAL YEAR 


I should like to discuss briefly several aspects of the international program 
which are of considerable interest to the United States. Several of these were 
mentioned last vear, and on these I should like to bring matters up to date. 


PARTICIPATION OF 40 NATIONS 


The program-budget document before you lists 38 nations as participating. 
tecently two other nations have indicated that they expect to participate: 
Hungary and Chile. Bolivia has just formed a national committee. Several 
more of the small nations expect to enter into the program this year. Moreover, 
I should add that whereas last vear the U.S. 8S. R. had only indicated its intentions 
to participate, the U. 8. 8. R. is now going ahead with a large and comprehensive 
program, as suggested by the following Soviet news release: 

“Soviet News (No. 3122), March 11, 1955: The U.S. 8. R. Academy of Sciences 
has accepted an invitation from Prof. S. Chapman, president of the International 
Union of Geodesy and Geophysics and chairman of the committee responsible 
for arranging a third international year, to take part in scientific undertakings 
for this year. The Presidium of the U. 8. 8. R. Academy of Sciences has formed 
an interdepartmental committee which will direct the activities of the scientific 
institutions of the Soviet Union taking part in the third international year, 
Academician I. P. Bardin, vice president of the academy heads this committee, 
which includes other prominent scientists. The committee is now drawing up a 
special plan under which about 100 research institutes of the Soviet Union will 
carry on geophysical observations.”’ 


SCOPE OF INTERNATIONAL PARTICIPATION 


Last year I estimated that the magnitude of international effort could be 
suggested by the budget of $100 million. Since then, it has become apparent 
that the total effort will probably be closer to $150 to $200 million. Suggestive 
of this is the fact that some 26 base stations are planned for Antaretie and sub- 
Antarctie regions by 9 nations; last year I noted only 5 nations and at that time 
only some 9 or 10 stations were envisioned. 
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Since each nation budgets for its own program, vou may be interested in a few 
examples, as of last fall, of the magnitude of specifie efforts. As you know, the 
pasie United States effort is currently estimated at $13 million. In terms of our 
population, this amounts to about & cents per person. From information that 

have received, Australia is budgeting $750,000 or about 14 cents per person. 
France is budgeting $4 million or about 9 cents per person. Holland is planning 
on a budget of $4 million or about 61 cents per person. These are examples of 
the known effort now planued. 

({n outstanding aspect of the program is the great enthusiasm with which 
nations are entering into this worldwide effort, and their willingness to adjust 
their plans so that we may have a truly efficient world network of stations in all 
the field of geophysies to be studied during the IGY 


THE ROME MEETING 


\s vou know, we met last vear in Rome with representatives of the other 
participating nations to work out details in the overall program. These meetings 
asted from September 30 through October 4. During most of this time, the 
lelegates, Who Were specialists in various fields, worked literally day and night 

thrashing out such problems as geographical coverage, locations of specific 
stations, kind and number of observations at these stations, and especially how 
the desired results could be obtained with a minimum of technical effort. Ob- 
iously stations cannot, or need not, be seattered everywhere over the earth. 

The latter consideration led to an emphasis on certain networks of stations 
apable of providing adequate descriptions of geophysical events. It was decided 
necessary to put a dense network of stations in the Arctic, along the Equator, and 

the Antarctic. Three lines of stations at closely spaced intervals were also 
put along meridians of longitude, from pole to pole, to permit us, for example, to 
study movements of air masses around the world, at both low and high altitudes, 
and the movement of disturbances from the poles to the Equator and across it. 
| might sav that United States plans with minor adjustments have fitted well 
nto the total program. 

Several developments occurred at the Rome meeting of considerable broad 
nterest. Eight nations planned definitely on having some 26 stations in operation 
luring the IGY in Antarctic regions. Of these at least 10 are on the continent 
tself. The International Committee decided that if three more stations could 
he established, we would have an excellent continental chain capable of really 
advanced research. The large gaps are in the Weddell Sea, the Astrid coast, and 
the Knox coast. The nations of the world were urged to consider adding these 
stations to the IGY effort. Moreover, the nations participating in the Antarctic 
phase of the program were urged to provide complete coverage in every field at 

ery station. 

\t Rome it became apparent that with some 26 stations we had approached 
ery closely to an ideal network in Antarctica. With the addition of three gap 
‘tations we shall have, for all practical purposes, attained such a network, opening 
» new possibilities for research. For example, it will be possible for the first 
time in history to prepare daily weather maps of the Antarctic and to study the 
ffeets of the cold air masses moving away from the Antarctic. The breaking off 
f these cold air masses must have a profound influence on the world’s weather, 
fa form which has not vet been determined since heretofore there has been no 
ay to follow these masses. With the presently planned network of stations 

can, with relatively minor added effort, launch a truly major exploration of 
the geophysies of the Antarctic, including seismology and gravity measurements. 

Similar recommendations were made with respect to the equatorial Pacifie, 
hich includes the network along the 140th meridian. Moreover, the fact that 
remote regions would be accessible during the IGY led to recommendations that 
tudies in seismology and gravity measurements be pursued wherever possible. 
ltis important to the progress of geophysics that these fields be covered, especially 

\ntarctica, the equatorial Pacific, and certain regions of the oceans. Finally, a 
imber of research projects were recommended, including experiments in atmos- 
herie Whistlers, rocketry, extensions of meteorological soundings to 100,000 feet, 
nd several auroral, radio, and solar endeavors. It is mv understanding that 

ich thought and attention has been given to these new and added possible ac- 
livities by the United States National Committee since the Rome meeting. 

The IGY program is well underway: there is no doubt as to its success in my 

ind, with so many nations exhibiting enthusiasm, appropriating funds, and 

ginning actual work, for example, the Australians have already established a 
base near Mawson in the Antarctic; the British expect to go down there this vear; 
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last year our Navy sent the U.S. 5. A/ka to explore sea-ice conditions and e¢ 
site pos ibilities and a mission will £O dow: in October or No ember to esti 
our first station at or near | ittle America. 

The IGY promises an enormous ad ance in our knowledge of the earth, ar 
our Understanding of how the phenomena on the earth can be controlled o: 
dicted for our benefit. 


GEOPHYSICAL INSTITUTE 


Mr. Berknuer. I may say that I am a little embarrassed testifying 
before the chairman because I recall that he aided me in Alaska jn 
1940 in the establishment of what now has become the Geophysical! 
Institute. 

Do you recall the visit to Alaska? 

Senator Maanuson. Yes, I recall that. 

Mr. Berkner. At that time we were establishing what might be 
considered the foundation for this kind of work. We appreciated 
your suffering the indignities of the situation we had to offer at that 
time. 

The plans for the Geophysical Year are participated in by 4) 
nations. This is expected to increase to perhaps 48 during’ this 
present year. It is organized by an international committee whic! 
was appointed by the International Council of Scientific Unions. 

The purpose, of course, of the work was to provide for the oppor- 
tunity to carry on measurements in meteorology in the outer atmos- 
phere and many other geophysical disciplines which require that 
observations be done simultaneously over all parts of the earth in 
order that geophysicists could describe the phenomenon. which is our 
environment and analyze these so we can progress to understand 
these. 

Senator Maanuson. Is there any particular significance in the ye: 

Mr. Berxner. Yes. There have been what are called 2 aoe 
years before, 1 in 1883 and 1 in 1932. In the inethecitiing program 
the period July 1957-December 1958 was selected in order to take 
advantage of a period of maximum solar activity and concurrent 
eclipses. 

Senator Magnuson. In other words, we are getting ready for it? 

Mr. Berkner. We are getting our equipment ready and our stations 
ready, et cetera. 

Senator Magnuson. The National Science Foundation is involved 
here because after review of the work of the committee, the com- 
mittee which you are part of, they have endorsed the program; is 
that correct? 

Mr. Waterman. We were asked by the United States National 
Committee to secure the funds and administer the program on behalf 
of the Government. 

Senator Maanuson. You have, after looking it over, endorsed 1! 

Mr. WarrerMAN. That is correct. 

Senator Magnuson. You also are going to participate to some ex- 
tent with personal services. I see you have $30,300 and a small 
amount of travel. 

Mr. Waterman. That is for additions to our own staff. 

Senator Maanuson. Yes. 

Mr. Watrsrman. We are also supporting the United States National 
Committee by a contract with the National Academy of Sciences. 


») 
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Senator MaGNnuson. So you are asking for a restoration there of 
the $1 million because that brings you up to what you conceive is the 
necessary program for this year in preparation for the so-called geo- 
physical year? 

Mr. Berkner. That is correct. To carry out the international 
program, we have to establish certain stations to fit into the interna- 
tional pattern, and the cutting out of this money, of course, could 
mean the knocking out of certain aspects of the program so we could 
not fulfill the commitments. 

Senator Magnuson. You have . your statement a pretty good 
description of what a geophysical year is. Iam going to have to ex- 
plain it. L will have some diffic alee in that. 

We will keep the record open. If you have anything else that you 
want to place in here or any figures that you might want to correct, 
and if you have any statements of all these other witnesses who may 
have been here, we would be glad to have them in the record. 

Mr. Warerman. Thank you. 


FUTURE COOPERATION 


Mr. Berkner. I might add one point for the record, Mr. Chairman. 

I believe the House committee substantially said that there would 
be no more funding of the program. It would be unfortunate, in my 
opinion, if this language remained because at the Rome meeting last 
vear there was provided the opportunity for further cooperation, and 
the national committee is considering this at the present time very 
carefully. While there has not yet Deen time to consider all of the 
meaning of the Rome meeting, there should be the opportunity to 
diseuss with you further development of this international program. 

Senator MaGnuson. They say in effect that this is the end for you 
people. 

Mr. Berkner. That was my understanding. 

Senator Maanuson. “We will do it this year, but do not come back 
again.” 

Mr. WarrerMan. They apparently mean we should carry out our 
assignments on this. 

Senator Maanuson. If we are not going to participate in the 
program, we should not do this, but if we are spending this money to 
prepare for the geophysical year, it would be a complete waste of 
money if we did not go on through with it and get the benefit out of it. 

Mr. Berkner. If the total of $11 million is appropriated, we will 
of course carry on the original program planned by the committee. 
lowever, you see, at Rome it was found that there will be a total, 
for example, of 26 stations in the Antaretic during this period. This 
makes possible for a relatively small additional amount of money 
the much wider research programs, and we wanted to consider very 
carefully the implications, for example, of 26 stations in the Antarctic. 

Senator Maanuson. Thank you, Doctor. 


PREPARED STATEMENT 
Your statement has been placed in the record and the statements 


from the other three listed on the witness list will be placed in the 
record. 
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Mr. WatrerMAN. Dr. Kaplan is the chairman of the United States wane 
National Committee. tat 
Mr. Odishaw is the executive secretary. radio. 
(The statements referred to follow: ) 5 te 
STATEMENT OF Dr. JOSEPH KAPLAN, CHAIRMAN, UNITED StaTEsS NATIoNna i 
COMMITTEE FOR THE IGY 
Since the Rome meetings in September, we have established and activated mnalys 
technical panels in order (1) to review the specific project expenditures and activi- result: 
ties as they are planned for assignment to and execution by various groups of ibout 
scientists, (2) to coordinate activities among projects and related fields, and (3) to eludec 
conduct reviews while the work is in progress. Broadly the panels are charged tnroug 
with responsibility for translation of the United States part of the world program Nat 
into very specific observational programs at very specific stations. portal 
These scientific panels, with their membership and consultants, involve effec- CS. 
tively most of the working scientists in the fields which make up the International vith ¢ 
Geophysical Year program. A description of the panel structure and the institu- esti 
tions which will execute the program is given on pages 24—29, inclusive, of the gen, 1 
budget document which was submitted to the Congress. et pri 
It is safe to say that seldom, if ever, has a scientific program been subjected to Vee 
such careful scrutiny. The considerations by the panels followed several critical log 
reviews last summer, when a number of international scientific meetings were held. Ireme 
at each of which the International Geophysical Year program was given intensive gre 
review and careful cooperative planning. The official representatives of the ent t 
United States National Committee and many other United States participants in propo 
the six conferences referred to above, contributed appreciably and significantly waren 
to these meetings. 1 ZOO 
THE UNITED STATES PROGRAM strate 
NK 
In presenting the program and budget to the last Congress, we pointed out that vill be 
one compelling reason for the IGY was the remarkable development in man’s The 
ingenuity in studying the solid earth, the oceans, and the atmosphere and their equip] 
complex relationships with the sun and other external objects. This can be illus- thouss 
trated by many examples such as the use of rockets as upper atmospheric probes ines 
1 was pleased when European scientists praised the United States accomplishments Hemis 
and leadership in this field. This praise was significant and unusual. We cannot sphere 
afford to lose this leadership. The p 
As I have watched the gradual transition from the planning to the operational easter 
stage, made possible by the recognition of this program by the President and the ise of 
Congress, I have been much impressed by other timely features of the IGY. | this li 
would like to mention only a few of these. tru 
Man depends increasingly on the very high atmosphere for his understanding Cana 
and eventual control of communications, navigation, and weather. Our future area, 
in many ways depends on how well we understand and employ our physical States 
environment. Problems which were of purely academic interest 20 or 30 years leean 
ago, may now provide the key to survival. of the 
Curiously enough, the gross features of our natural surroundings are as vet little It is 
understood in a generalized wavy. When the weather “storms,” we realize that tional 
the weather is fair in another place; we realize, too, that the weather at every these 
place over the earth consists of related elements of a definable whole that changes remail 
in response to specifiable natural forces. When the aurora plays, we know that Sou 
it may be plaving, though somewhat differently, at another place in response to ne, g 
natural forces. The extension of natural phenomena in varied forms over the }in 
whole of the earth’s surface makes their general description extraordinarily diffi- the 
cult; yet how are we to understand phenomena if we cannot describe them? Our proble 
desire to compile such a description is heightened by the educated suspicion that letern 
such a description will lead to new and vital clues to our understanding of nature studs 
and to the growth of whole new disciplines of science. Iditi 
The Aurora.—Those of you who have watched auroral displays may not hav 10 ove 
realized that careful study with a variety of tools now available or being used for lant 
the first time for auroral research, will provide us with the knowledge needed to hite¢ 
predict the amount and kind of disruption of radio communications, how best to one Ce 
circumvent it, or actually how to use the aurora as a means of propagating radio to pla 


waves. The disruption of radio communications is felt mostly in the Arctic and 
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sib-Aretie regions and corresponding areas in the Southern Hemisphere. Yet 

is in these frozen and desolate regions that the maintenance of satisfactory 
radio communications is even more important than almost anywhere else, in terms 
oth of communications and of safety. We have recently made some notable 
strides in our auroral program, and, as in the case of the rocket studies, we must 
enhance our position in this field, 

Those of us who, as recently as 1925, were pioneers in the study of the radiations 
to us from the atmosphere at night (the airglow), little realized that in 1955 the 
wialysis of these radiations and of their mechanisms of production would yield the 
results and promise of future results that have been obtained. Much information 
about the elements, oxygen, nitrogen, hydrogen, and their compounds, that has 
euded physicists and chemists working in their laboratories, has been gathered 
through persistent and difficult airglow and auroral studies. 

Nature has provided us with an upper atmosphere laboratory in which this im- 
portant chemistry occurs under conditions hard to duplicate in our own laborator- 
es. With a variable sun to add to the versatility of nature’s laboratory, combined 
vith our increasing ability to study and analvze these results, it is hard to over- 
estimate the value of airglow observations. The chemistry and physies of oxy- 
gen, nitrogen and their compounds affects science and industry from medicine to 
et propulsion. 

\leteorology.—It is safe to say that we can expect no marked advance in meteor- 
ology without a major international effort in this field and in related fields. Meas- 
ements of temperatures, pressures, humidities, and winds from stations located 

greater part in populated areas in the Northern Hemisphere, are hardly suffie- 
ent to explain the existing weather patterns and to predict their changes. The 
proposed United States program in meteorology will provide significant data in 
three areas: the lower atmosphere in the Northern Hemisphere, where here exist 
i good number of stations in normal operation; the Southern Hemisphere where 
strategie, temporary new stations are proposed in order to understand this largely 
nknown region; and the upper atmosphere in both hemispheres, from which data 
will be obtained in the rocket-exploration program. 

The North and South Poles will be connected with a line of weather stations 
equipped with sounding balloons capable of going to heights of seventy to eighty 
thousand feet or more. Stations are to be established along these pole-to-pole 
lines. The data obtained thereby should provide clues as to whether Southern 
Hemisphere weather changes precede and control those in the Northern Hemi- 
sphere or whether both these are controlled by upper atmospheric conditions. 
The proposed United States world line is the 80th meridian, west, passing through 
eastern positions of North America and the west coast of South America, making 
ise Of existing stations in the Northern Hemisphere. The northern terminus of 

is line is Fletcher’s Iee Island at 87° north. completely equipped with weather 

‘truments and sounding balloons. The line then passes through the joint 
Canadian-United States operated Arctic weather stations in the Hudson Bay 
area, entering the United States at Buffalo. It hops along a series of United 
States stations, crosses over to stations in the Caribbean and reaches the Pacific 
ean at Panama. There the presently existing line comes to an end, well north 
of the equator, after having passed through 13 stations 

It is proposed to extend this line to the South Pole by establishing eight addi- 

nal weather stations—the minimum needed for scientific analysis. Five of 
these stations would be located along the west coast of South America and the 
rmaining three in Antarctica. The only presently existing high altitude station 

South America, Port Stanley (Falkland Islands). would be incorporated in the 
ne, giving a total of nine stations in the Southern Hemisphere, as compared to 

}in the Northern Hemisphere along the line. 

The data from this line of stations will be used in the study of various transport 
problems, e. g., heat, momentum, energy, and water vapor. It wil! also be used to 
letermine the location, strength, and measurement of the various jet streams, the 
study of the possible interdependence of circulations of both hemispheres, and the 
addition of Southern Hemisphere circulation to our knowledge. It is impossible 
0 overstate the need for wind data at levels hitherto not considered very impor- 

nt. Air transportation is rapidly moving higher as speeds increase. The 
United States has a leading position in the world picture in these areas and this is 
le Competition we cannot afford to lose. Understanding air motions allows us 
\0 plan intelligently and economically. Knowledge of the distribution of atmos- 
pheric radioactive materials depends on detailed data of winds on 2 global scale. 
Much expensive planning will be inefficient and even dangerous without this know- 
edge. Only a meterological program conceived on the global scale can give us 
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the answers. The IGY program is an attempt to combine vision with economy 
and ability to perform. 

lonospheric physics.— The ionosphere is the key to our long-range radio com. 
munications, radio telephony, and radio navigation. It is a region of rarefied. 
electrically charged air between 50 and 250 iniles above the earth’s surface. Tt js 
a complex, vast region of the atmosphere, fluctuating in height and depth, varying 
in its electrical properties, and affected by solar activity, geomagnetic disturbances 
the aurora and possibly by other geophysical effects. 

The disturbed ionosphere presents communications with problems which are 
analogous to those that weather presents to man in flight or to man on the earth’s 
surface. Because of the location of centers of population in the Northern Hemi- 
sphere, most radio communication paths from points in the United States to 
Great Britain, Europe and Asia, penetrate or come close to the auroral zone: 
these communication channels are also subjected to absorption and radio black- 
outs, and other communication paths must be sought. Hence we face a problem 
of predicting the future state of the ionosphere. The accuracy of such predictions 
is as important for communications as that of weather for flying. Geophysical 
studies of the ionosphere have already improved our ability to multiply the com- 
munications it can support, and we believe we can go much further with more 
knowledge. 

To achieve the ability to predict communications conditions requires an in- 
tensive coordinated study and observational program in aurora, geomagnetism 
and ionospheric physics. <A study of the ionosphere can scarcely be undertaken 
from observations made in only one nation or in one portion of the world. 

A new technique of oblique-incidence back-scatter probings was developed in 
this country, by which it is possible to obtain ionospheric information in one or two 
circular zones (around the station) whose radii may ke about 600 to 1,200 miles 
respectively. This new technique greatly increases the flexibility of the observa- 
tional network, but a clear interpretation of the results still requires extensive 
comparisons with the usual type of vertical incidence probings. 

Other fields —I1 have dwelt some on the above three fields to suggest the type of 
work and the geographical coverage involved. Similar efforts are called for ii 
such fields as geomagnetism, cosmic rays, oceanography, glaciology, astrogeophys- 
ical measurements (including the very important subject of solar activity), and in 
rocket explorations of the upper atmosphere. Each of these fields is described, 
in terms of the United States program, in the document before you. 


IMPACT OF ROME MEETING 


I should like to comment briefly on the impact of the Rome meeting on the 
IGY program, particularly the United States program. 

With respect to the basic program of the United States, as it appears before 
you, I may summarize the impact of the Rome meeting as follows: First, our 
basie program showed itself to be a sound and well-conceived one. Second, it 
was gratifying to note that our program was largely adequate in terms of its 
geographical coverage. In this connection I might add that in my opinion the 
Senate would have been pleased with the character and caliber of the United 
States delegates to the Rome meeting, and these qualities were recognized by 
the delegates of other nations. 

With respect to the overall international program, all nations, as a result of 
the Rome meeting, are confronted with additions and extensions to their efforts 
Dr. Berkrer has noted that the Rome meeting called upon all nations for (1 
added and new work in the Antarctic and in the equatorial Pacifie, (2) new work 
in seismology and gravity measurements, and (3) extensions and innovations it 
certain special areas. The latter primarily include (a) provisions for meteoro- 
logical balloons that will go to 100,000 feet, (6) further work in rocket explora- 
tion of the upper atmosphere, and (c) new projects in ionospheric physies, includ- 
ing studies of whistlers. Since the Rome meeting, the United States nationa 
committee and its panels of specialists have been carefully examining these rec- 
ommendations in terms of the United States program. It appears that thes 
areas are highly worthy of inclusion in United States efforts for the IGY. 

Senator Macnuson. And Dr. Gould? 

Mr. Waterman. Dr. Gould is here. He is a member of our board 
and also of the United States National Committee for the IGY, and 
chairman of the United States Committee on the Antarctic Program. 

Senator MaGnuson. Dr. Gould, did vou have a statement? 
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STATEMENT OF LAWRENCE M. GOULD, CHAIRMAN OF THE 
ANTARCTIC COMMITTEE 


Mr. Goutp. I have no prepared statement. 

Senator MaGnuson. Is there anything you would like to add 
briefly at this time? 

Mr. Goutp. I think not at this point. 

Senator MaGnuson. As [ said, if vou wanted to put a brief state- 
ment in the record, it will be open for a few days. You may just 
send it up here. 

Mr. Gouup. Thank vou very much. I would be glad to do it. 

Senator Magnuson. The chairman thinks we ought to have as 
many brief statements on this matter as possible because here is a 
program that is hard for a lot of people to understand. 

Mr. Gouup. [am chairman of the Antarctic Committee and I would 
like to put in a statement. 

Senator Magnuson. We would appreciate it if you would do that. 

(The following statement was later submitted:) 


STATEMENT BY Dr. LAWRENCE M. Goutp, MEMBER, NATIONAL SCIENCE Boarp;: 
MeMBER, UNITED STATES NATIONAL COMMITTEE FOR THE INTERNATIONAL 
GEOPHYSICAL YEAR AND CHAIRMAN OF THE SUBCOMMITTEE ON ANTARCTICA 


I] should like first of all to state my complete concurrence with Dr. Waterman’s 
analysis of the budgets for both the National Science Foundation and the Inter- 
national Geophysical Year. 

The National Science Foundation has suceessfully survived the growing pains 
of its birth and early years. It is ready and competent to carry out the mandate 
given it by the congressional act which created it. It can only do this if its budget- 
ary needs are met. This means restoration of the cuts made by the House sub- 
committee, bringing the budget back to the original total of $20 million requested. 

[ have a particular concern that the budgetary request of $11 million for the 
International Geophysical Year be fully granted. To curtail this request means 
cuts in our participation in a program of international collaboration in science 
which is without precedent in scope and importance. 

The suecess of the International Geophysical Year depends on simultaneous 
and worldwide observations, for the major geophysical phenomena are worldwide. 
Of all the environmental! factors that affect man first and foremost are weather 
and climate. The more we know about the atmosphere the more clearly do we 
realize that major phenomena are not local in origin. The atmosphere is a great 
engine whose boiler is the tropics. Here heat is picked up. The condensers are 
the cold ice-clad areas of the polar regions. The ice area covering Antarctica is 
greater than all the rest combined. Even our limited knowledge about Antarctica 
demonstrates profound relations between climatic phenomena there and over 
large parts of the earth. No single factor will contribute more toward the further 
refinement of long-range forecasting than a continuous flow of observations from 
stations located on and around Antarctica. It is not too much to believe that 
filling in this great gap may make possible so much more accurate forecasting that 
many hitherto unheralded disasters of weather may be anticipated and _ pre- 
pared for. 

In some areas of scientific interest the polar regions are unique. Only here 
can the aurora and certain cosmic-ray phenomena be studied. The whole field 
of radio and related means of communication are ultimately bound up with these 
and other phenomena of the ionosphere. The gap in our knowledge of all these 
fields is greater in Antarctica than in all the rest of the world. 

There is a further urgency about the Antarctic program, and the explorations 
that will inevitably be related to carrying it out, that stems directly from the 
existence of great areas of the continent not yet explored. Here is the earth’s 
last great unknown quarter—a continent as large as the United States and 
Mexico about which we have but little detailed information. 

It is never safe to make positive predictions as to what detailed explorations 
may reveal. Yet on the basis of what might be called the laws of chance the 
possible existence of important, even strategic, resources cannot be ruled out. 
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Antarctica is a major continental land mass. Every other such Jand mass has, 0; 
does still possess in varying amounts, rich and important mineral resources. [f 
such exist in Antarctica it would be embarrassing to say the least to let them } 
discovered and perhaps exploited by other powers, without our having ful] 
participated. 


Mr. Warerman. Dr. Bronk, who is vice chairman of our Board 
sends his regrets. He had to give a speech this afternoon and could 
not be here. He also wanted to put in a statement. 

Senator MaGnuson. Thank you, very much, gentlemen. | 
appreciate your coming up. We will place his statement in the record 

(The statement referred to follows: ) 


STATEMENT By Dr. DetTLEv W. Bronk, PRESIDENT, NATIONAL ACADEMY op 
SCIENCES—NATIONAL ReEsEaARCH CounciLn Vick CHAIRMAN--NATIONAL, 
SciENCE Boarp 


On behalf of the National Academy of Science, National Research Counci 
I wish to comment briefiy on several aspects of the United States International 
Geophysical Year programm and the National Science Foundation budget whic 
are before you. I would strongly emphasize that the International Geophysical 
Year program will have immediate practical values of great national significance 
as well as fundamental scientific results which will certainly be the foundatio: 
for immeasurable practical contributions in the future. I would also stress th 
values that will accrue to our international relations as a result of this worldwid 
cooperative undertaking. In a very real sense this program is consistent with 
the ideals embodied in the President’s Atoms for Peace program; it is a geophysics 
for peace undertaking. The results will be of importance to the health and 
economies of all people. 

I concur fully with Dr. Waterman’s analysis of the budget for the International 
Geophysical Year. All the $11 million in the budget estimate before you ar 
needed if this great United States endeavor is to achieve its objectives and if we 
are to fulfill our responsibilities in those regions where we have territorial control 
or other interests. It is a roeckbottom budget for the programs and _ projects 
which have been described. Activities which are essential to the closely coordi- 
nated program will have to be eliminated if the budget is reduced. I realize that 
this is an often repeated statement before vour committee. But this is sincerely, 
uniquely true of the present program and budget proposal, because it is necessaril\ 
a synthesis of many related undertakings in various fields of science and in many 
countries. To sacrifice some phases of the program would adversely affeet many 

Moreover, it is our convietion that the door should be left open for our return in 
this matter should national interests make that advisable. I regret the statement 
in the House report that the current appropriation is intended to complete fhe 
funding of this program. The current $11 million will complete the funding of the 
basie program before you, but I trust that this language does not preclude a 
presentation of added needs or programs if the national interest leads us to belir 
that the President and the Congress should consider unusual developments occur- 
ring after this basic program was formulated. 

\s vice chairman of the National Science Board, I would also like to comment 
briefly on the basic appropriation of the Foundation. Although I cannot add to 
what the previous witnesses have said I wish to record my strong conviction that 
the reduction proposed by the House should be restored. 

I do not think that it is possible to overemphasize the extent to which our 
national security, welfare, and economy depend upon the fruits of basic researc! 
and upon an adeauate supply of high-caliber scientists and engineers. Almost all 
of the restoration recuested by the Foundation will be utilized for the support of 
basic research and the training of scientific manpower. Therefore, I add my 
voice to those of Senator Smith, Dr. Waterman, and Dr. Barnard to request that 
sufficient funds be provided to permit the gradual improvement of the Nation's 
position in these two areas. Such continued progress is imperative in the national 
interest. 


Senator Maanuson. We will recess until Friday at 10 o’clock in the 
morning. 

(Whereupon, at 4:30 p. m., Wednesday, May 18, 1955, the hearing 
recessed, to reconvene at 10 a. m., Friday, May 20, 1955.) 
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FRIDAY, MAY 20, 1955 


UNITED SENATE SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room G- 16, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 
Present: Senators Magnuson and Potter. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF EDWARD F. HOWREY, CHAIRMAN; ALEXANDER 
AKERMAN, JR., EXECUTIVE DIRECTOR; ROBERT M. PARRISH, 
SECRETARY; HARRY A. BABCOCK, DIRECTOR, BUREAU OF 


INVESTIGATION; AND WILLIAM LEVIN, ACTING DIRECTOR, 
BUREAU OF ECONOMICS 


BUDGET SITUATION 


Senator Magnuson. The committee will come to order. 

Mr. Howrey, we will be glad to hear from you. 

For the purposes of the record, the Federal Trade Commission 
appropriation for 1955 is $4,045,000. Your budget estimate for 1956 
was $4,300,000, and the House allowed you $4,225,000, which is a plus 
of $180,000 over your 1955 appropriation, but a minus of $75,000 over 
your 1956 estimates, and you are asking for the restoration of the 
$75,000. 

Mr. Howrey. That is correct. 

Senator Magnuson. If you will address yourself to that point, we 
will be glad to hear you. 

| understand you have no prepared statement, but that you have 
answered a letter from me, and we will put vour letter in the record 
in full, as well as summary tables from the justifications. 

(The letter referred to follows:) 

FEDERAL TRADE COMMISSION, 
Washington, April 8, 1955. 
Hon. WarREN G. MaGnuson, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1956, 
United States Senate, Washington, D. C. 

Dear CHAIRMAN Maanuson: In your letter of March 29, 1955, you asked that 
we advise you of any changes deemed absolutely necessary in the public interest 
in the independent offices appropriation bill for the fiscal year 1956 (H. R. 5240). 

The bill contains $4,225,000, which is $75,000 less than the budget estimate. 
There also is a limitation of $144,250 for the expenses of travel. 


453 
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It is believed that, if the Federal Trade Commission is to carry out the fi 
tions assigned to it by the Congress, it is necessary that the amounts cut from t} 
budget estimates be restored and that the specific limitation on travel be rem« | 
This will be accomplished by striking out ‘fand not to exceed $144,250 for ex- 
penses of travel” appearing in lines 7 and 8 on page 10 of the bill and strik 
out “$4,225,000” on line 8 and inserting ‘'$4,300,000” in lieu thereof. 


Antin 

FINANCIAL REPORTS 2 

The House reduced the amount requested for the financial-reports activity by pest 
$75,000, which was to be used for earlier release of the reports and to cover whole- T 
sale trade, retail trade, and mining, as well as manufacturing. v 
In its report to the House, the Committee on Appropriations urged “that thes ica 
reports be made as self-sustaining as possible inasmuch as they are of consider- Admi 


able value to industry, banking, and business concerns and contain informatio: 
not available from private sourees”’ (p. 6). The Commission, in accordance wit 
this suggestion, is pleased to give immediate consideration to the feasibility of 
placing the reports on a subscription basis. Any amounts received would 
course, be deposited as miscellaneous receipts in the Treasury and would not bhi 
available to the Commission to assist in defraying the cost of the financial-reports 
activity. 

For the reports to be of maximum value to Government, industry, banking, 
and business concerns, the information must be published as soon as possible and 
must cover wholesale trade, retail trade, and mining, as well as manufacturing 
Restoration of the $75,000 is requested for accelerating the availability of informa- aH F 


. . . 02 I 
tion and extending its coverage I 
4 
LIMITATION ON TRAVEL EXPENSE S ; 
— ‘ . - a . mn 

If the express limitation in the bill of $144,250 on travel expenditure wer 
removed, section 102 of the bill would limit our travel to $175,000, the amount ws Ss 
requested in our justification of estimates. ° 


In requesting that the ceiling be thus raised, we are not seeking an increast 
in our appropriation but are merely requesting that we be permitted greater 
discretion in the allocation of money to travel. 

The nature of our responsibilities does not permit planning the itineraries of 
our investigators, trial staff, and hearing examiners at the beginning of the year 
IXxpenses are not necessarily evenly spread over the vear. Crises may develor 
at any time. 

In addition, the bill as passed by the House will permit us to hire 8 additional 
investigators, 3 trial men and 2 compliance attorneys, all of whom must travel 
to perform their duties. The higher limitation would allow for the travel of this 
personnel and additional necessary travel by the present staff. The express 
travel ceiling is the same as for fiscal 1955 and during this vear, it has been si 
low as to require us to defer essential travel. 

It is our firm opinion that our request of $175,000 for travel, is realistic and 
will leave us the elasticity and discretion essential to the most efficient performanc: 
of our functions. 

Sincerely yours, 
Kpwarp F. Howrey, Chairman 
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Obligations by activities 


Actual, Allotment, | Requested,} Increase 
fiscal year | fiscal year | fiscal year or 
1954 1955 1956 decrease 


Antimonopoly: 
Investigation and litigation $1, 545, 397 | $1, 584, 450 | $1, 712, 750 | $128, 300 
Economie and financial reports 326, 487 249, 000 377, 700 128, 700 
Deceptive practices 
Investigation and litigation , 039, 549 954, 650 . 150 22, 500 
Trade practice conferences and small business 218, 951 287, 350 293, 400 6, 050 
Wool, fur, and flammable fabrics enforcement 268, 368 274, 700 . 400 1, 700 
Lanham Act and insurance 34, 103 59, 850 33, 300 —26, 550 
Executive direction and management 363, 256 355, 950 , 900 —5, 050 
Administration 249, 855 279, 050 , 400 — 50 


Total 4, 045, 966 4, 045, 000 : , 000 255, 000 


Obligations by objects 


Actual, Allotment, | Requested,| Increase 
fiscal year | fiscal vear | fiscal year or 
1954 } 1955 1956 | decrease 


01 Personal services $3, 763, 512 | $3, 7250200 | $3, 935, 200 $210, 000 
02 Travel 120, 906 144, 250 5, 000 30, 750 
03 Transportation of things 545 5, 000 5, 000 |. 
04 Communication services 46, 692 50, 000 000 10, 000 
05 Rents and utility services. _- 13, 438 24, 550 550 — 5, 000 
Printing and reproduction 10, 644 5, 000 5, 000 
Other contractual services 26, SOI 30, 500 32, 000 1, 500 
Services performed by other agencies 13, 849 2, 500 5, 000 2, 500 
08 Supplies and materials $1, 542 35, 000 38, 250 3, 250 
Equipment 7, 950 3, 000 , 000 2, 000 
13. Refunds, awards, and indemnities 87 ‘s si Nini cea al aaa 


Total R 4, 045, 966 4, 045, 000 000 255, 000 
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ITEMS UNDER CONSIDERATION 


Senator Maanuson. Go right ahead. 

Mr. Howrey. You asked us, you may recall, to limit our comments 
to the items which the House dealt with and which we wanted re- 
stored. Those items were only two in number. One was, the House 
bill eliminates $75,000 which we had asked in connection with our 
financial reporting work. 

The second item was not a dollar item, but rather a limitation which 
they put on our travel allowance. 

Senator MaGnuson. That is a language limitation that you are 
concerned with? 

LIMITATION OF TRAVEL EXPENSE 


Mr. Howrey. Yes. They limited our travel allowance to a cer- 
iain sum, and we would like to have that limitation removed. 

Senator Porrer. How does that sum compare with what you used 
for travel this year? 

Mr. Howrey. It is about the same, I think. I think that is why 
it was put there. If I may explain that a little bit, when you have a 
congressional limitation on travel allowance, you have to budget it 
through the year to try not to exceed that limitation. It is a very 
difficult thing for us because we are primarily an investigating agency. 
We investigate business. Business is not located in Washington. 
lf we cannot travel, we cannot work. To put a dollar limitation on 
us and then require us each month to try to budget it by month rather 
than by the necessities of our work makes for inefficiency, and it 
makes it very difficult to do the work which we are cut out and de- 
signed to do. 

Senator Porrer. In other words, if you should have a big investi- 
gation come up, vou might need 2 or 3 months’ travel within a month’s 
time, and that limitation would make that difficult? 

Mr. Howrey. Yes. The coffee investigation was a perfect example. 
We put a task force to work on that of lawyers and economists, stat- 
isticians, and investigators, and we spent a great deal of money in 
avery short time. 

We had to be careful the rest of the month, or 2 or 3 months fol- 
lowing, to not overextend ourselves, and | think thereby impaired 
our work. 

If | may suggest, $9 a day is an automatic limitation. We do not 
have trouble with our men traveling too much. We have just the 
contrary. They want to stay home. They do not want to travel on 
89 a day because they have to pay something out of their own pocket 
every day they are away; so, as a practical matter, you do not need 
this limitation, if the purpose of it is to curtail unnecessary travel, 
because the $9 a day does it. 


ADEQUACY OF APPROPRIATIONS 


Senator Maanuson. First, Mr. Chairman, you are suggesting that 
instead of the $144,250, that be $175,000: is that correct? 

Mr. Howrey. Yes. 

Senator Magnuson. Is that enough? 

Mr. Howrey. Yes, | think it is, based on past experience. 
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Senator MaGnuson. Of course, I think that you should have 
flexibility in these things. Suppose you did not use it. If you had 
$200,000, it would go back in for the normal administrative expenses. 

Mr. Howrey. Oh, yes. We are not asking for more money; just 
asking for discretion in operating our agency. 

Senator Magnuson. Yes. It does not make sense. 

Mr. Howrey. It is a carryover from years ago. It has been put in 
automatically in the bills that come up because there was a time when 
the Congress felt there was too much travel, that they were having 
pleasure | trips, I guess, but that does not exist now, and it does handi- 
cap us particularly because we have to plan for it and budget for it. 
We cannot send investigators out as the need arises. We have to look 
and see if our travel allowance for that month will be exceeded. 

The first thing I did 2 years ago when I became Chairman, in 
April, was to issue a directive saying that there could be no more 
travel from April to June 30 because we were beginning to reach the 
zero point, and my first unhappy months consisted of looking at 
cases to see if they had to be dealt with before June 30 and, if so, we 
would let that man go out in the field. I found it a very difficult and 
very unwise and very inefficient way to run an agency. 

| urge strongly that you eliminate that limitation. I do not think 
it is necessary, and I do not think it is good management. 


FINANCIAL REPORTS 


The only other item we have is on our financial reports. 

Senator MaGnuson. Tell us about that. We have had a little 
conflict here of interest with the Securities and Exchange Commission, 
with yourself, and also with the Office of Defense Mobilization as to 
who is doing what in regard to these reports. 

Mr. Howrey. | think it might be helpful if 1 could start off reading 
a couple of papers that I have prepared on that question, and then 
I think it will lead to questions. 

As is indicated in the April 8 letter to you, the Commission requests 
the reinstatement of the $75,000 which was eliminated by the House. 
All of this amount is for broadening and accele on the financial 
reporting program as requested during the past vear by the Joint 
Committee on the Economic Report, the Council of ‘Raia Ad- 
visers, the Bureau of the Budget, the Department of Commerce, the 
Board of Governors of the Federal Reserve System, and other Gov- 
ernment agencies. 

The amount of $75,000 is to be utilized for three major purposes. 

Senator Magnuson. How much did the House give you for this? 


RESTORATION REQUESTED 


Mr. Howrey. $185,000. And we are asking for $75,000 more which 
the House deleted. 

Senator MaGanuson. Which would total $260,000. Am I figuring 
correctly? 

Mr. Howrey. I think not. Mr. Levin is in charge of the reports. 
I will direct my comments to that $75,000 at the moment. 
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Senator Maanuson. Mr. Howrey, I think you ought to direct your 
comments to the whole amount, because I do not say that this should 
or should not be done, but there seems to be a great deal of confusion 
tous. We get the Securities and Exchange Commission coming up, 
and they are asking for an amount. The Office of Defense Mobiliza- 
tion did have some responsibility in this. Now you are asking for an 
amount here, too, and we are somewhat confused as to who is doing 
this, or What duplication there is, or whether it is a joint operation, or 
even to the point whether it is necessary. 

Mr. Howrey. I will be very glad to do that. 


JOINT OPERATION 


Senator MaGnuson. I see that this is a joint operation between the 
two of you. 

Mr. Howrey. Yes. 

Senator MaGnuson. The Federal Trade Commission and SEC. 

Senator Porrer. Who paid for this? 

Mr. Howrey. It was paid jointly by the SEC and by the FTC. 
The work was done jointly. The Securities and Exchange Commis- 
sion does the work on corporations that are listed and registered, and 
we do the work on the unlisted corporations. We send out question- 
naires to a sample number of corporations throughout the country, 
and we get this information. The SEC gets it from the big corpora- 
tions, Which they can do more readily than we can. 

Senator MaGnuson. The SEC would surely be limited in any 
activity they may have in this field to those corporations that are 
attempting to float stock to the public. 

Mr. Howrey. | think it is the listed corporations. 

Senator Maanuson. In the main, they would be the listed cor- 
porations; ves. 

Mr. Howrey. And we take the unlisted because we have procedures 
which are peculiarly adaptable. 

I want to say, if 1 may, that there may be some misunderstanding 
of just what the Federal Trade Commission jurisdiction is. 

Senator Magnuson. There is no misunderstanding as to your 
jurisdiction. The misunderstanding is with corporations that are—in 
some cases they use this word—“‘bothered” with requests to give you 
statistics and information which costs them money and everything 
else when they are not asking the public to subscribe to any stock. 
They are running their own corporations, some of them even family 
corporations. 

You have, I think, the authority to ask that. I do not know what 
the penalty would be if they do not comply, but 1 have seen some 
letters to corporations not asking for any sale of stock, and when they 
do not answer the letter, they suggest some dire penalties that may 
happen to them. They may be fined, and it doubles and triples, and 
it is almost like failing to report your income tax on the right date. 

Mr. Howrey. I hope we have not been that severe, but we do 
have compulsory procedures. 
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PROJECT MISUNDERSTOOD 


Senator MaGnuson. I think that is an extreme, but some of them 
feel that way. This may be a good project, but I think it is mis- 
understood out in the field. 

Mr. Howrey. | think it is misunderstood, particularly by those 
who have to furnish information, and one of the reasons we are 
requesting this additional money is so we can draw a new sample and 
put the burden on a few thousand other corporations instead of the 
ones we have been using, because we think they have done their bit. 

I am a lawyer and not an economist or statistician, but I am 
thoroughly sold on what we are doing here and the necessity for it 
I think the best analogy I could make is to take you into the business 
world for a moment to, say, a big corporation or a medium-size 
corporation. 

tach one of those usually has what they call a marketing research 
department, and they have an economist or a marketing man or bot! 
heading that department. They collect figures. They collect sta- 
tistics. They prophesy what is going to happen. If the management 
wants to build a new plant out in Tacoma, Wash., they look and 
see what is going on out there: How much capacity, how many or 
how much competition there is, what the market is, what it has been 
before; and then they give a report to the management and _ the 
management says they will go ahead or they will not. 


USE OF REPORT 


This report is really part of that program. The Government uses 


it. Business uses it. ‘These marketing men use it for that purpose. 
Dr. Burns uses it to advise the President as to what is going to happen 
to our economy. 

If you do not have statistics, you cannot prophesy what is going to 
happen in the business world. You are just operating in a vacuum. 
The Council of Economic Advisers and the congressional Committee 
on the Joint Economic Report all use these figures. They think they 
are very helpful. They think they are the only figures of the kind 
available. They criticize us because we are too slow with them. We 
do not get them out on time, and part of this additional request is to 
try to speed them up so we can get them up to date. They have 
been 3 or 4 months late. 

I think it is a necessary thing. I think it will help avoid the next 
depression. How can the advisers to the President tell him what is 
going to happen to our economy unless they have some facts and 
figures and statistics to base it on? 

I think, Senator, if you will just read that press release you have in 
your hand, you will see it speaks for itself as being an extremely 
valuable program, and for the relatively small amount in cost, I think 
it is a mistake to curtail it, and I think the House committee sort of 
has a prejudice against economists as such. They do not like the 
word “economist,” so I have tried to avoid using it here, but our 
economy is so complicated and so sensitive, and depressions are so 
frightful, that to curtail this program in view of all that, I think would 
be a great mistake. 

Senator Magnuson. Do you distribute this free? 
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Mr. Howrey. We have distributed it free. We have been criticized 
for that. The House committee criticized us for it, so we have now 
made arrangements, and I think we are able to announce definitely 
this morning that from now on it will be sold through the Government 
Printing Office instead of being given away. 

Senator Porrer. What are they going to sell for? 

Mr. Levin. The price is set by “GPO. They have not fixed the 
price. 

Mr. Howrey. But the receipts, of course, will not be returned to 
us. They will go into the general operating funds of the Government. 

Senator MaGcnuson. However, then you will have a record of 
what they are. 

Mr. Howrey. We will, indeed. 


COST OF PROJECT 


Senator Maanuson. Which will offset against what it costs. 

Let me ask this: What does this cost you in total per year? 

Mr. Howrey. We spent last year $119,000. We ask this year for 
$239,000 in order to expand it. Bureau of the Budget asked us to do 
this. They gave us that figure. It is their program. We are simply 
the handmaiden of the rest of the Government in this. We did not 
originate the program. It is not our program. However, we have 
the facilities for carrying it out. I am very much in sympathy with 
it. 

Senator MaGnuson. You have $239,000? 

Mr. Howrey. We ask for that. 

Senator Maanuson. Yes. I do not recall what the SEC asked. 
It was 200 and something I think. 

Mr. Levin. The increased request by SEC was approximately 
$35,000. 

Senator Maanuson. I am not talking about the increase. I am 
talking about the total. I am trying to figure out what this cost the 
taxpayers in total. Your cost is $239,000. 

Mr. Howrey. Our suggested cost is that, ves. 

Senator MaGnuson. What is the total of SEC? 

Mr. Howrey. I cannot answer that. 

Mr. Levin. I do not have their figures. 

Senator MaGanuson. A couple of weeks ago they were up here, and 
we have had so many figures here, Senator Potter and I, that we 
cannot remember them all. 

Mr. Levin. May I suggest that the figures the SEC presented did 
not only include this program but included all of the other statistical 
activities of the Securities and Exchange Commission. We keep 
this program separate and distinct. 

Senator Magnuson. In what you call your Bureau of Economics? 

Mr. Levin. Yes. The Securities and Exchange Commission has 
it commingled with all of their statistical activities. Therefore, the 
figure that you were confronted with some weeks ago included not only 
this program but all other statistical activities of the SEC. 

However, their cost is relatively nominal. I do not believe that the 
cost to them at the present time is in excess of $35,000. In fact, 
that may be an excessive figure. I cannot speak for them, as you 
understand. 
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Senator MaGnuson. I would think, of course, their costs would be 
less than yours because they are asking the listed corporations to 
bring in information all the time about all kinds of other matters and 
they could cull this information out of that, whereas you have to go 
out in a new field and ask for information. 

Mr. Howrry. We have to request it first, and if we cannot get it 
that way, we have to say we have the power to compel it. Back in 
1914 we used to be the Bureau of C orporations, and one of the import- 
ant things we did then was to collect information just like this. We 
do have in our statute the power to compel corporations to make re- 
ports to us. 

FURTHER DISCUSSION OF PROGRAM COST 


Senator MaGnuson. | would suggest that this, before you are 
through with it, would probably cost the Government close to 
$400,000. It would be pretty close to it when you figure it all up 
What it costs the unlisted corporations, | would not venture to say, 
but what I am trving to determine in my own mind is, whether the 
cost will be $2 million, $3 million or $4 million, whether it is worth it. 

Mr. Howrey. $200,000 or $300,000 or $400,000, not million. 

Senator Maanuson. Government cost; but what do you think it 
costs the unlisted corporations who turn their whole staff to the task 
of going ahead for a Gay or 2 days or sometimes a week to give you 
this information? 

Mr. Howrey. | do not believe it is a question of costs. 1 think the 
unlisted corporations just do not like to have the Government delving 
into their affairs. I do not believe it is an enormous task to furnish 
the information we request, because they have it. They have their 
profit figures and their financial sheets. All this is is a combined bal- 
ance sheet. 

Senator Maanuson. Somebody has to take time out and go at it. 

Mr. Howrey. The information that we request every corporation 
has available. 

TOTAL QUESTIONNAIRES 


Senator Porrer. How many questionnaires do you send out? 

Mr. Levin. There are approximately 7,600 corporations. 

Mr. Howrey. | mean to whom we send questionnaires. 

Mr. Levin. 7,600. 

Senator MaGnuson. Are these corporations limited as to size? 

Mr. Levin. No, sir. 

Senator Maanuson. Jf the corporation is a $10,000 corporation, 
vou send out questionnaires? 

Mr. Levin. Yes, sir. May I amend that answer by saying that 
we send the questionnaire to all manufacturing corporations with 
assets of $5 million and over. To the extent a manufacturing corpora- 
tion has assets of less than $5 million, it is on a sample basis. 

There are approximately 120,000 manufacturing corporations ii 
the United States. We send out to 7,600 corporations. SEC sends 
out to 1,400 corporations, a grand total of 9,000 corporations covered 
by the report. That is 9,000 out of approximately 120,000. There- 
fore, the sample is approximately 7 percent. 

Senator Maanuson. Here is the situation you get. In Grand 
Rapids, Mich., there may be 10 of these corporations that are under 
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$5 million, and they all belong to the chamber of commerce and 
Rotary Club; so one fellow comes down there Wednesday noon for 
lunch, and he is mad. He says, “Did you get this questionnaire that 
[ have to turn my staff loose on?” No the "y did noi get it. ‘Well, 
why did I get it?” 

Mr. Levin. That is the reason we have been begging for some years 
for funds for changing the sample. We had hoped to put it on an 
annual rotating basis. I regret to say that the Congress of the United 
States did not give us the funds to change the sample. 

Senator Porrer. You just want to increase the number of people 
getting mad? 

AVERAGE COST OF REPORT 


Mr. Levin. No, sir. We believe in distributing the reporting burden 
among as Many corporatious ‘as possible. It is unfair, in our opinion, 
to ask she same corporations vear after year to report, even though 
the average cost of making one of these reports, so far as I have been 
able to ascertain, is $15. 

Senator MaGnuson. $15. 

Mr. Levin. Yes, sir. The reason why the cost of some corpora- 
tions is in excess of $15 is because they are under the erroneous im- 
pression that we require audited figures. And may I point out to 
the chairman that to ask for a quarterly financial report on an audited 
basis is utterly ridiculous, because to ask for an inventory figure 
audited four times a year is fantastic. 

Mr. Howrey. We do not do that? 

Mr. Levin. No, sir; but the people at home think that some of us 
have 2 or 3 heads on our shoulders, and | speak rather seriously. 
We are trying to be as reasonable as possible. This report should 
not take more than approximately 15 to 20 minutes to fill out except 
where a corporation has involved transactions. 

Senator Maanuson. How long have you been in Government? 

Mr. Levin. About 5 or 6 vears. 

Senator MaGnuson. And you say a Government report takes 15 
minutes? 

Mr. Levin. No, sir; this particular report. 

Senator MaGnuson. I never saw a report yet that did not take a 
couple of days to try to fill out. 

Mr. Levin. I have filled out these reports. 

Senator MaGnuson. You have; ves. 

Mr. Levin. I mean before | came into Government. ‘The report- 
ing form is gone over each year by a representative group from indus- 
try. We have to account to them each year—this is the Advisory 
Council on Federal Reports—whenever a change is made. A change 
cannot be made, so far as I understand, unless they, the Advisory 
Council on Federal Reports, which is strictly an industry advisory 
group, not paid for by the Government, confirms it. 

Senator Porrer. Do you have a sample of your questionnaires? 

Mr. Levin. The questionnaire is the same as the stub on the left- 
hand side of the page in the published report. 

Senator Macnuson. If you think that the average fellow in Tacoma, 
Wash., or Grand Rapids, Mich., that gets one of these letters from the 
Federal Trade Commission takes that back to his office and it takes 
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him 15 to 20 minutes to half an hour to fill out, vou are awfully naive 
about business. 

Mr. Levin. No, sir. This figure that I have given you, Mr. Chair- 
man, is based on statements that I have obtained from public account- 
ants who have filled out these reports. 

Senator Magnuson. I know companies that have to call their 
accountants back in for a day to do this job. Sure, the accountant 
may do it in 15 or 20 minutes, because he may understand it; but 
you know what he costs per day? 

Mr. Levin. So far as we are concerned, it would be preferable i 
the accountants did not fill out the reports, for this reason: The 
accountant is a technician who believes in absolute accuracy down to 
the last penny. We like companies to report its figures to us 
rounded into thousands of dollars, and to drop the pennies. The 
reason for that is to the extent a company reports in pennies and down 
to the last dollar, we have to round it. We put all of this information 
on IBM eards. 

Mr. Howrry. We want to show trends, not exact figures. 

Senator Maanuson. I know, and I am not in the market selling 
stock or anything. I have my little corporation; so a letter comes 
along from the big United States Government, franked, ‘‘We want to 
know how much money you made and all about your business.” 

You know what the fellow thinks? In the first place, he gets a 
little seared. He is not too sure it is the Internal Revenue, to begin 
with, or the Federal Trade Commission; and if you think he goes 
back to his office and sends you back a reply, you are awfully naive 
about people running business around here. 

I have had 15 or 20 examples. They say, “What is this all about?” 
I said that they just want to get some information about what you 
say, trends. I do not convince them one iota. It is another bureau- 
crat sticking his nose into his business. 

Mr. Howrey. I am sure it is; but of all the bureaucratic activities 
I know, I think this has higher merit than a great many others. 

Senator MaGnuson. I try to disabuse his mind, but it does not work. 

Mr. Howrey. I fully appreciate exactly what you say, and we 
have the same thing, but it is a very essential program. 

Senator Maanuson. A big company such as the SEC have had 
fellows who are taught to understand this business. 

Senator Porrer. And they use the report. 


COMPLETION OF REPORTS 


Senator MaGcnuson. Yes, and they use the report, and when you 
send this to a big corporation that is on the big board or the American 
Exchange, they have people hired for this. They actually have 
people who do nothmg but fill out Government reports. 

Mr. Howrey. I am sure that is true, and they have whole rooms 
full of them. I am aware of that. I really think, Mr. Chairman, 
if | may comment, that this is not the burden that most of them 
think it is, and we take great pains when we get a letter of complaint. 
We do not immediately go back and say, “If vou do not send this in, 
we will subpena you.” 

We have a semiform letter of several pages which explains in detail 
the purpose of the report, what it is designed for, how we think it 
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will benefit the man who has written the complaint, and the need for 
it for our overall economy; and usually that satisfies them, and we 
write similar letters, I might add, to the Senators of the United 
States, and that sometimes satisfies them. 

Senator Maanuson. That second letter you write and that third 
letter just scares the devil out of them. 


USE OF COMPULSORY PROCESS 


Mr. Howrey. We will be more careful with our letters, and I do 
not think we ever have actually used our compulsory process. 

Mr. Levin. Yes, sir. 

Mr. Howrey. But we have used it very seldom. 

Mr. Levin. Yes. 

Senator MaGnuson. How have you used it, on whom? 

Mr. Levin. There are 11 corporations to whom notices of default 
have been sent. 

Senator MaGnuson. And they did not answer? 

Mr. Levin. That is correct. I do not know whether I am privi- 
leged to give the name of the corporations, but one of the companies 
to whom a notice of default had been sent—it happens to be a large 
corporation—which had been requested to submit reports from the 
first quarter of 1947, after receiving the notice of default, submitted 
all of the reports from the first quarter of 1947 to the date requested. 
The reports were dog-eared. They had used the original forms. 
Apparently the reports had been filled out, but had been filed and 
utilized apparently by management for its own internal use and then 
submitted en masse to the Commission after the notice of default was 
sent, 

Senator Maanuson. Is that the only case? 

Mr. Levin. No, there were 11. 

Senator Magnuson. You went after them? 

Mr. Howrey. Throughout a long period. 

Senator Maanuson. Do you go back for many years in these 
cases? 

Mr. Levin. No, sir, we do not ask the corporation to submit the 
reports back to 1947. The corporation did it voluntarily, particularly 
since they had all of the reports completed. 

Senator Maanuson. | understand the way this started—correct 
me if | am wrong—is that the Office of Defense Mobilization at one 
time wanted information, naturally, for the purposes for which their 
name implies, as to what corporations could do, what they have done, 
and so on and so forth, and therefore directed some of these inquiries; 
is that correct? 

Mr. Levin. No, sir. The Office of Defense Mobilization has never 
used this information for regulatory purposes. 

Senator Maanuson. | do not mean regulatory ; just to find out 
what our defense and production potential was? 

Mr. Levin. They are one of the user agencies. 

Senator Magnuson. But they never directed you at any time? 

Mr. Levin. No, sir. 

Mr. Howrey. This is really a program we have undertaken at the 
request of the Bureau of the Budget, and this increase is an increase 
that we present to you as a combined governmental program. It is 
not our program alone. 
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Senator MaGnuson. Then, I understand if the Bureau of the 
Budget had not asked you to do this, you would not be coming to us 
for the money? 

Mr. Howrey. I cannot answer that “Yes” or “No,” because we 
are verv much interested in it now. 

Senator MaGnuson. They gave vou a little push, in other words: 
is that it? 

Mr. Howrey. They not only pushed us; they asked us to do this. 

Senator MaGnuson. You do not have to do it because they asked, 


DISCUSSION ON VALUE OF PROGRAM 


Mr. Howrey. We joined in it willingly because I cannot imagine 
the United States Government spending $400,000, if that is the total 
figure, more wisely than in collecting reports which may enable us to 
avoid a depression or may enable us to plan, like we have, a suggested 
road program and those things. 

Those large-scale programs are based on economic necessity. | 
think we need roads because of the necessity for good highways, but 
if there should be an economic necessity for public works, it would be 
determined in advance from just such information as this; and that 
is the only way they can determine it. They cannot pick out of the 
air what is going to happen next vear. They have to plan for it. 

Senator MaGnuson. If this sort of thing could stop a depression, 
we would never have any. 

Mr. Howrey. We have not had one since we started making these 
reports. 

Senator MaGnuson. You can get all these reports you want. 

Mr. Howrey. No; vou cannot. You cannot get those reports 
anywhere in the world except from us, and you can ask Dr. Burns 
about that. 

Senator MaGNnuson. | can get from the trade magazines of the 
chemical industry exactly what you have here. I can get from the 
automobile industry what vou have here. 

Mr. Howrey. Where do you think they get their figures? 

Senator MaGnuson. Some from Government and some from other 
places. 

Mr. Howrey. Sure. 

Senator Magnuson. The trade magazines keep track of that pretty 
well. 

Mr. Howrey. I| think there is a great deal in what you said of the 
burden on the small corporation, and I am ve ry sympathetic with it, 
and the reason we want these additional funds is to spread that burden, 
take the burden off of the people who have been cooperating and put it 
on 7,000 other smaller corporations. 

Senator MaGnuson. I am trying to determine whether the cost of 
it and bother of it is worth while. 

Mr. Howrey. I think it immeasurably worth that. 

Senator MaGnuson. Because the Budget Bureau asks you to do it, 
that does not necessarily mean you should do it. 

Mr. Howrey. But they are pretty tight with their funds, and when 
they come around to ask us to request more funds, it is a rare thing, 
so they must think it is very important. 
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Senator MaGnuson. You are an arm of Congress, vou are not under 
the Budget Bureau. You are created by Congress to do things 
Congress could not do itself. You are not an executive agency as such. 

Mr. Howrey. No; but we seem to be to some extent under the aegis 
of the executive branch. The President of the United States could 
fire me tomorrow without reason, so I suppose I am a little bit under 
him. Congress cannot fire me tomorrow. 

Senator Magnuson. Yes; Congress could fire you tomorrow. 

Mr. Howrey. They would have to enact le gislation. 

Senator MaGnuson. That is right. 

Mr. Howrey. By that time I could get organized and make a 
living somewhere else. I understand the theory of the administrative 
agency, and I agree we are not a part of the executive branch of the 
Government, but we look for our salary and our funds to the Bureau 
of the Budget. 

Senator MaGnuson. You come to Congress and ask them whether 
they think it is right. 

Mr. Howrey. That is right, and I am sure this committee, in its 
great wisdom, will want to restore that $75,000. 

Senator Magnuson. We do not have too much wisdom about the 
economic value of this thing, but we do try and have a little wisdom 
about the fellow at home that is getting pushed around with it. 

Mr. Howrey. I think you have to balance, speaking very seriously, 
that against the greater need, and I think the balance is on the side of 
the greater need to know about our economy. It isa very complicated 
economy. It is a $350 billion economy now, and it is very different 
from what it was at the turn of the century or even 25 years ago 

Statisticians, economists, and marketing men, and_ these “people 
play a far greater part in keeping the economy rolling than they used 
to, so every opportunity I get, although I am a lawyer, I speak on 
behalf of the economists. There are some economists whose theories 
I do not like, and I do not support them, but then there are a lot of 
others who are really trying to take an objective, unbiased viewpoint, 
and all of them we talk to think a program like this is essential to 
their work, particularly those who try to prophesy and look into the 
future and decide what is going to happen next year based on what has 
happened over a period of years. 

Senator Macnuson. I do not think that this committee has any 
prejudice against economists, but sometimes we wonder about their 
judgment because if they could prophesy what is going to happen in 
the future, then in about one generation the economists in this country 
would have all the money and the all of us would be broke. They 
know what to do and we do not. 

Mr. Howrey. They are probably underpaid, but I can, from per- 
sonal experience, testify that no corporation now expends large sums 
in expansion or in building new plants or adopting new lines or 
diversifying its products without a full report from a marketing 
research man prophesying, looking into the future, to see whether that 
is wise or unwise; and a lot of people in Government are trying to do 
the same thing. 

Senator Maanuson. If everybody accepted the conclusions of the 
economists, it would work in reverse; the other way, too, I guess. 
Being quite factual about this, this does not contain conclusions. 

Mr. Howrey. It contains composite figures only. 
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Senator MaGnuson. Yes. Ii is just facts that you compile ani 
anyone can draw any conclusion they wish from this. 

Mr. Howrey. And they draw conclusions. They look at that one 
quarter and then go back and look at the other quarter. If profits 
are down, they draw conclusions, and if profits are up, they draw 
conclusions. 

ANTICIPATED PROGRAM EXPANSION 


One of the things—and this will hurt me probably in my cause, 
because it goes further into the lives of the individual citizens and 
even into the smaller individual citizen—that the Government wants 
very much is to expand this to the distribution field, the wholesale 
and retail field, because they are very short on statistics in that field. 
One of the reasons we ask for additional funds is to make an explor: \- 
tory study of that problem and see if it is feasible to do it. That 
will reach even further into the lives of the smaller businessmen, but 
still it is a great void in the statistical picture. 

Senator MaGnuson. We will take a look at that whole amount. 
We do not always accept House amounts over here, either. 

Mr. Howrey. We not only seek restoration of the $75,000, but we 
earnestly request you do not take any more away from us. 

Senator MaGnuson. I would not want your party, Mr. Howrey. to 
be accused of expanding bureaucracy into the small business of th 
Nation. 

Mr. Howrey. [am chairman of a bipartisan agency, Mr. Chairman 

Senator Magnuson. They will lose their identity. 

We will take a look at it. 


CORPORATE MERGERS 


I wanted to ask another question which is quite current, as long as 
vou are here. It has, of course, a great deal to do with your appro- 
priation, on this release that was made, I think yesterday, on the 
corporate mergers. When will you conclude your study on that? 

Mr. Howrey. We have concluded it, and I can hand you a copy. 
This was released this morning, and at the top is a printed summary 
of the report and at the bottom is a arene copy of it. There 
will be printed copies available when the Government Printing Office 
finishes them. In order to get a quick printing job, you have to pay 
more money, and we have not much money, so we mimeographed it 
and printed the summary. We will get printed copies in due course, 
probably 3 weeks or a month. 

Senator Maanuson. So you will not need additional funds to 
continue to report on this merger matter, but you may need addi- 
tional funds to carry out the suggestions made or the conclusions 
reached? Administratively, I mean. 

Mr. Howrey. Yes, we may, indeed. This report attempts to be 
purely factual. The acquisition trend and the merger trend was 
confused, we thought, by lack of accurate factual information. We 
thought we had to know what the facts were before we knew what to 
do about it. This is an attempt to lay on the table the factual situation 
and it is a very good report. I think it is one of the best economic 
reports the Federal Trade Commission has ever made. It covers the 
period 1948 to 1954. 
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Senator Maanuson. I think you have really done something worth- 
while, because in the public mind there is surely the impression that 
the merger situation is getting worse and worse, and that the big 
fellows are getting bigger and the little fellows are going out of business, 
and that mergers have now become almost an epidemic, a postwar 
epidemic. Whether that is the fact or not, I imagine, would be given 
in this. 

Mr. Howrey. That is an attempt to answer just that question from 
a factual standpoint. 

Senator MaGNnuson. Surely, in the public mind there is an im- 
pression, right or wrong, that there is an epidemic of mergers, which, 
in turn, leads to more monopoly and the big fellow getting bigger, 
they think, and the little fellow getting out, because your bank- 
ruptcies today in your Federal courts are almost four times as much as 
they were prior to the war; and they are usually little businesses. 
Ninety percent of them are what we would call small people. 


PURPOSE OF REPORT 


Mr. Howrey. The Federal Trade Commission is fully aware of 
the great problem that exists. We had a merger movement at the 
turn of the century, in the twenties, and in the forties. Their effect is 
cumulative, and the purpose of this report was to bring the merger 
problem up to date from a factual standpoint. 

We purposely did not include in the report recommendations for 
new legislation, because we wanted to evaluate the report. We 
wanted other people to evaluate it. We wanted to find out what 
should be done and then consult other government agencies and decide 
whether new legislation is necessary. Congress passed a new merger 
act, the Antimerger Act of 1950, which is sometimes known as the 
Kefauver-Celler amendment to section 7 of the Clayton Act. It was 
an attempt to deal with the growing problem. It was based, as | 
interpret it, on an effort to distinguish between good and bad mergers 

There are, of course, some mergers that he Ip the economy. We 
approved, for example, the Kaiser-Willys merger. It involved very 
large sums of money, but on balance we thought that that merger 
would perhaps increase or maintain competition to a greater extent 
than if we had disapproved it, so we do not want to recommend 
legislation, I do not think—and there have been suggestions that we 
should—that just stops all mergers, because some mergers promote 
competition. 

Senator Porrer. If they had no merger probably Kaiser-Frazer 
would have been out of business, as far as the automobile industry. 

Senator MaGnuson. I think you mention that in your report. 

Mr. Howrey. They had a tax situation which was very helpful to 
them; I am using loose figures now. My recollection is about the 
last yer ar before the me rger, Willys made a net profit of $6 million, and 
I think Kaiser had very large losses, up to $30 million, maybe. 
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STATEMENT OF PROBLEM 


Senator Magnuson. 1 think here is your problem on page 2. 
You say: 

Nearly two-thirds of the acquisitions reported during 1948-54 were made by 
companies with assets of $10 million or more. !n contrast, companies with assets 
of less than $1] million (including companies for which no assets figures were 
available) accounted for less than 3 percent of the acquisitions. 

I notice on page 3, with regard to the number of manufacturing 
concerns, that the number of acquired concerns in every case is 
greater than the number of acquiring concerns. 

Mr. Howrey. Yes. 

Senator MaGNnuson. In the chemical field, 73 concerns gobbled 
up 168. 

Mr. Howrey. One dairy company acquired 48 separate firms in 
the period 1948 to 1954. It still is not among the so-called giants in 
the dairy business. Even with the 42 acquisitions during this period, 
it still is an $80 million corporation, whereas some of their competitors 
are $400 million corporations, so that is another problem. 

Senator Magnuson. On food, 100 acquiring concerns acquired 243. 

Mr. Howrey. Yes. We list the industry groups where the number 
of acquisitions are greatest, that is, where the incidence is greatest. 

Senator MaGgnuson. Olin-Mathieson Chemical, 18; Borden, 17; 
Burlington Mills, 12; and the only people that have not been asso- 
ciated with mergers are tobacco manufacturers, apparently. 

Mr. Howrey. That is during this period. The figures you are 
looking at are 1948 to 1954. 

Senator MaGnuson. Yes. 

Mr. Howrey. There is a chapter in our report where we bring up 
to date from 1919 to date some merger figures, bring the old TNEC 
reports up to date. I think the report is one of the best things we 
have ever done. 

I hate to go back to our financial reports, because I got out of 
that a little easier than I thought I might, but it is the same type of 
factual study. We think this me rger report is going to be of great 
value to our economy as a whole. 

Senator Porrer. How is this going to be distributed? 

Mr. Howrey. It is to be sold at the Government Printing Office. 
We are giving these summaries away. We print the summary at our 
own place. You have to buy the report. : 

Senator MaGnuson. I think that this is long overdue, and I want 
to compliment you on doing the job. 

Mr. Howrey. Thank you. 

Senator MaaGnuson. I think most of us up here do. 


BACKLOG OF CASES 


Let me ask you another question. What about your backlog? Are 
you catching up? 

Mr. Howrey. Yes. Iam prouder of that than any one thing we 
have done. For the first time in its history, the Federal Trade Com- 
mission is up to date on its formal dockets. I think we have done a 
miraculous job, and I claim credit for it, not being very modest. 

Senator Magnuson. You do not have any more 12-year cases since 
you have been down there? 
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Mr. Howrey. No, sir. We have not any 12-year cases, no. 

Senator Maanuson. We had some when you were up for confirma- 
tion, I remember. 

Mr. Howrey. Yes, and you pointed out that one of them was one 
| had appeared in as counsel. I tell you what we did, Senator, and 
we have been criticized for it by some people. We employed an out- 
side management consultant firm who came in and made a survey 
of the Federal Trade Commission, and they gave us a big black 
book about that thick telling us what was wrong with us, and it was 
not just something that we took and forgot about. I worked with 
them all the time they worked there. I spent 2 hours with them 
2 times a week to see what they had done and what they were doing. 


MANAGEMENT CONTROLS 


Then they finally came up with their recommendations, and we 
reorganized the whole Commission from top to bottom. We changed 
every Job. That does not mean we put the Democrats out and the 
Republicans in. Quite the contrary. We took out just the deadwood 
and put in live wood. We put in a system of management controls 
under their supervision. 

Senator MaGnuson. That deadwood was pretty much Democratic, 
was it not? 

Mr. Howrey. Not at all. 

Senator Porrer. | did not know there were any Republicans down 
there until vou got in. 

Mr. Howrey. We put in some management controls and some 
tabulating machines, and they are wonderful things. We operate now 
like a big law office. We know how much time every lawyer spends 
on his case, what he is doing on the case. We adopted a system of a 
project attorney, and it is patterned a little after the English system of 
having a solicitor who is in charge of a case and the solicitor employs 

. barrister: he employs an accountant or a statistician, or a detec- 
saa or anything that he needs. We put a project attorney in charge 
of every case, and he is responsible for that case. He cannot say that 
he has bucked it to another division and he does not have anything 
todo with it. We call him, and he is responsible for that case moving, 
and the cases are moving. 

The project attorney cannot ever pass the buck, because he is in 
charge of 1t. The whole report was aimed at delay. That was the 
main thing we were trying to overcome, because it is the greatest 
enemy of administrative law. It is almost destroying our judicial 
system. 

If you go up to New York, you cannot get to a trial of a civil case in 
2or 3 years. In our own district courts it takes years to get to the 
trial of a civil case. I realized that administrative law would break 
down if we did not beat the question of delay. 

The chief thing we did, I think, in licking that problem was to take 
a great deal of the work off the Commission table. We imposed a 
rule that any case that remained on the Commissioner’s desk more than 
75 days was automatically transferred. There was no argument. 
We have another rule that if an informal case remains on the Com- 
missioner’s desk for a lesser period of time—lI think it is 60 days—it is 
automatically taken away from him. 
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Senator Magnuson. And that goes to what you call a project 
attorney? 

Mr. Howrey. I am talking there about cases that have reached 
the Commission for decision, and the Commissioner has not acted 
on them. We found cases that had been at the Commission level for 
2 and 3 years without decision. 

Senator Maanuson. Do they go right on the docket then? 

Mr. Howrey. They are automatically reassigned to another Com- 
missioner to write the opinion. 

Senator MaGNnuson. Suppose he takes 75 days. This could go on 
for a long time. 

Mr. Howrey. Yes, but it does not. We have a big blackboard and 
the Commissioners do not like to have their cases taken away from 
them. The new system is really working effectively. 


CASES PENDING 


Can the Secretary tell me how many informal cases are now pending 
for decision before the Commission? 

Mr. ParrisH. | cannot tell you the exact number that are pending, 
but I can tell vou that there is none, formal or informal, pending with 
anv Commissioner that is over a couple of months old, for decision 
When you first came in on April 1, 1953, there were 40 some cases 
going back to fenine y 1951. As of today there is not a case awaiting 
decision that goes back before March 1955. 

Senator MaGnuson. You mean you do not have a case down there 
that goes back further than that in the Commission? 

Mr. Howrey. It has reached the Commission table for decision. 

Senator Magnuson. You have cases down there vet that go back 
vears. 

Mr. Parrisu. They may be in the course of hearing. I am talking 
about cases that went back, from April 1, 1953 to January 1951, 
where the hearings had been completed. : 

Senator Maanuson. In other words, it is just merely waiting 
Commission action? 

Mr. Parrisu. Yes. There are no cases that go back beyond 2 or 
3 months in that category. 

Senator Maanuson. I think that is true, but the delay is below 
that, down with the hearings that go back sometimes vears. 

Mr. Howrey. That is the project attorney. That is why we put 
him in. He is the solicitor who is guiding that case and if it goes on 

very long, our IBM cards show it up. The executive director makes 
a monthly report. It shows just what cases are pending, how long 
they have been pending, what the situation is with them. 

And another thing we did, and perhaps the most important of all 
as far as the delay system, we used to spend at the Commission table 
about, I would say, 80 percent of our time closing cases, cases where 
the investigation had been a and they found no violation, or 
there was no public interest, or for some reason or other it was not 
worth spending the ceananie money to go ahead with. That was 
assigned a Commissioner. He would make a long study of it, and a 
recommendation, and we were spending about 75 or 80 percent of 
our time on what I called unproductive work. 
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The management consultant recommended that that stop, and 
where there had been unanimous recommendations at the Bureau 
level against proceeding with the case, that the case be closed at the 
staff level, based upon those unanimous recommendations, and that 
be re ported each month in a report that each Commissioner gets as to 
what happened to the case and why it was closed. 

Then, if he wants to call for the case he can do it, and if there is some 
reason why he does not think it should be closed, he can revive it. 
The Commissioners now can spend 75 percent of their time now on 
productive work, and | think there was one time when the Com- 
missioners even assigned parking spaces to the people to park their 
automobiles. We do not do that any more. 

At the Commission level we work on what we call productive work. 


COMMISSION PROCEDURE 


Senator MaGNnuson. What do you mean, once a week as a whole 
Commission? 

Mr. Howrey. Oh, no. We meet very frequently. We meet in 
executive session every Tuesday and every Thursday. Then we have 
our hearings scheduled whenever the lawvers are ready to brief and 
argue. We sit as a sort of an appellate court. 

Senator Porrrer. Is a case assigned to an individual Commissioner? 

Mr. Howrey. It is after it reaches the Commission level. It is 
assigned to a Commissioner. It is not assigned by me. In most 
courts the chief judge assigns the cases, but I thought that we were not 
quite as removed from the hurly-burly as a judge and that there might 
be criticism, so that is done in the secretary’s office on a proration 
basis. He takes them as they come. 

Senator MaGnuson. You think the average time then has been 
shortened a great deal from the time the matter gets before the Com- 
mission until its final conclusion? 

Mr. Howrey. Oh, it has. I do not want to be misunderstood. 
The answer is yes, for the whole works, but if 1 may divide that into 
two questions, when it reaches the Commission for action, we are 
right up to date. If you take the time when a competitor or a Con- 
eressman on behalf of his constituent or someone else files an applica- 
tion for complaint with us, then we send that to the field. It is inves- 
tigated, and reports are made. It goes up through our Bureau of 
Investigation and the director recommends that there be no formal 
action or he recommends a complaint. It then goes to the Bureau of 
Litigation, and they draft the complaint, and that complaint has to come 
up before the Commission, and we vote out and issue that. Then it 
is referred to trial, cases of that tvpe. The project attorney was 
appointed to deal with that period. 

Senator Magnuson. Alter it gets up to you? 

Mr. Howrey. No; from the time it comes in. The minute the 
letter is written, the project attorney is assigned to that case, and he 
is given the job to see that it moves. 
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AVERAGE TIME TO SETTLE COMPLAINT 


Senator Magnuson. Can you tell us what is the average time that. 
say, a small-business man makes his complaint to the time the thing 
is settled? 

Mr. Howrey. I cannot, not the average time, but we will be able 
to in another fiscal vear. 

Senator MaGnuson. Could you guess at it? 

Mr. Howrey. I could not guess. Some of them today take little 
time. 

Senator MaGnuson. I am talking about the average. 

Mr. Howrey. I do not think we have average figures, have we? 

Mr. AKERMAN. No, sir. 

Mr. Howrey. Mr. Akerman is our executive director. 

Mr. AKERMAN. I would say approximately two-thirds of the com- 
plaints that the Commission issued last month were fiscal 1955 
numbers. 

Senator Maanuson. I am not talking about that. You know how 
many cases you have down there, do you not? 

Mr. Howrey. Yes. 

Mr. AKERMAN. Yes. 

Senator MaGnuson. And you know how many are decided finally, 
when they come in. Cannot you divide that and have an average 
time? 

Mr. Howrey. No. Can you? 

Senator Maagnuson. Why? I am talking about the average time 
One may take 2 years and one may take 2 months, but you can get 
an average. 

Mr. Howrey. I think we can get it when we get our management 
control; they have only been going since July 1. 

Senator Magnuson. I think it would be good public relations fo: 
vou people if vou think you cut down this time to — what the 
average time is of a case. That does not mean that my case is going 
to take that time, but you can say the average time. 

Mr. Howrey. I think it would be misleading unless we have 
brackets, averages, for monopoly cases, oleomargarine cases, false 
advertising, and so forth. 

Senator Macnuson. | think that the small-business man that feels 
he has some justification to come before the Federal Trade Commission 
on a complaint would like to know that the thing is going to be heard 
in an expeditious manner, and if he knows that and you cut down the 
time, I think it would be good public relations, because most of these 
people, right or wrong, when they have to wait 2 years, you have 
locked the door after the horse has gone. 

Mr. Howrey. We have done that, but we will lick that problem 
fully when we get more selective in our cases. It has been the practice 
of the Commission pretty generally throughout the years to take a 
look at everything that is sent them. We just cannot with $4 million 
look at these thousands and thousands of complaints we get. We 
have to select cases that have a wide public interest and just frankly 
say that we are being more selective in our investigations, because, as 
I say, three-fourths of our investigations ended in closings. 

Senator MaGnuson. In closing the cases after they were investi- 
gated, it probably would not be worth while to go on? 
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Mr. Howrey. It would not be worth while. 

Senator MaGnuson. Or would not, in the public interest? 

Mr. Howrey. That is right. The theory that this is in the public 
interest is like a policeman on the beat; he is doing a great deal for 
the public walking up and down the street even though he does not 

arrest everybody on the block, but still there is a middle ground where 
we must not spend so much time investigating matters that obv iously 
would seem on their face to show that they do not have the wide public 
interest. 
CASES OF PUBLIC INTEREST 


Let me give you examples of cases that we think had wide public 
interest. We have gone into this insurance investigation, the accident, 
health, and hospitalization i insurance field. We got many complaints. 
Instead of just investigating one company, as is the general pattern, 
we decided that we should have a Commission resolution applicable to 
the whole insurance field, and we investigated the advertising of every 
insurance company in the accident, health, and hospitalization field. 
We compared their advertising, their radio continuities, with the fine 
print of their policies, and frankly we found what we thought were wide 
discrepancies in some of them. 

Up to date, we have filed 29 complaints charging misleading adver- 
tising. We will issue more. That is an across-the-board industry- 
wide investigation that I felt had wide public interest. 

Senator Maanuson. In that particular case, because of their use 
of the television and the radio and new media of expression where 
they were promising this and promising that, there you felt that that 
had a widespread public interest which would justify you, without 
going into a specific complaint, to look at the whole thing? 

Mr. Howrey. Yes. Other cases we have had where a competitor 
will file a complaint against another competitor under our price 
discrimination laws. 

Senator MaaGnuson. I think you do a good job there, because to 
listen to some of these people on the radio during the day you do not 
have to pay for anything. It is all free. It does not cost you 
anything. That is from a can opener to a health insurance policy. 


MISLEADING ADVERTISING 


Senator Porrer. Along that line, before another subcommittee of 
the Appropriations Committee, one of the representatives from the 
Public Health Service appeared. I had just come from the dentist, 
and I happened to be quite hepped on teeth that morning, so I asked 
him about all these dentifrices that are advertised, one that bacteria 
cannot get through it, like they build a wall around your teeth and 
clean your mouth and throat. I asked him about this advertising 
and whether their research program had kept up with the advertising 
program, and he said that two-thirds of it was misleading advertising. 

These ads you see on television are very graphic, one where they 
have a plate glass that they throw a snowball against or something 
that is supposed to protect your teeth. 

Mr. Howrey. That is a very serious situation, and it is a very 
difficult one for us, and I would like to explain why. 
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I gave you the insurance case. That was fairly easy. All we had 
to do was compare two documents and reach a conclusion. Now 
chlorophyll was one where we asked the Department of Agriculture, 
[ think it was, to make these scientific tests. They said they could 
make them, but it would be verv expensive, it would be perhaps in- 
conclusive because it was a new field, and we just decided we would 
not at this time do anything about it. We have the burden of show- 
ing that the ads are false or misleading. We have the same problem 
in ‘gasoline additives. We have had the Bureau of Standards working 
on that. They told us it would cost, I think, in the hundreds o! 
thousands of dollars. 


TESTS ON GAS FORMATION 


How much money did the Bureau of Standards say it would cost 
us to have tests made on the gas information? 

Mr. Bascock. With respect to these new gasolines, they said we 
would have to duplicate all of the experimental work by the big com- 
panies and it would run into millions. 

Mr. Howrey. You hear on the radio every day that this gasoline 
has this and that added. We do not know whether it is false or not, 
and the scientific processes or the laboratory procedures are such that 
it is not possible or feasible to determine the facts. 


COSMETIC CASES 


Senator MaGnuson. I suppose you have the same problem in the 


cosmetic fie!d? 

Mr. Howrey. We do where they make scientific claims, yes. We 
have had it in cigarettes. 

Senator MaGcnuson. Cosmetics is a billion-dollar field, is it not? 

Mr. Howrey. Yes. 

Senator Magnuson. More than that. 

Mr. Howrey. I do not know what it is. 

Senator MaGnuson. Some day go into shaving cream, will you? 

Mr. Howrey. I know the accident, health, and hospitalization 
field jumped from practically nothing to a $3 billion business. 

The field of misleading advertising which involves scientific proof 
is very difficult for us. It is very difficult for Food and Drug on their 
labeling. They have more laboratory and more facilities and tech- 
nicians. 

Senator MaGnuson. You call on the Bureau of Standards, the 
Department of Agriculture, and the Food and Drug Administration 
when you have a case for them, and then you re ‘imburse them? 

Mr. Howrey. We pay them for services rendered, ves. 

Senator MaGnuson. So that also would be included in your ad- 
ministrative expenses? 

Mr. Howrey. Oh, yes. 

Senator MaGnuson. That is a matter of bookkeeping? 

Mr. Howrey. And it is one of the places where we fall down, 
frankly. We are not doing a good jeb in my opinion on our scientific 
problems. 

Senator Porrrer. I would assume that the companies know the 
difficulty that the Trade Commission would have in that, and they are 
pretty lax. 
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Mr. Howrey. | assume, human nature being what it is, they know 
where we are weak. We discussed the problems with advertising 
eroups. I discussed it with an association of advertisers, and won- 
dered if there was any way that we could mutually set up testing 
facilities and laboratories, and so forth. They were interested in it, 
but then I found that it is very difficult, | think for a law-enforcement 
agency to call on people under our jurisdiction to help us with our 
work and that type of research work, so I abandoned that program. 


ANTIBIOTIC CASES 


Senator MaGnuson. This is very timely. You do not go into the 
field of bioties unless they advertise that it would do certain things, 
is that correct? 

Mr. Howrey. That is correct; although we have a pilot project in 
our Bureau of Economics where, when we get through with the merger 
report and a couple of other reports, we may take up the problem of 
why there is such a wide disparity of prices in antibiotics. On the 
surface you will find that the antibiotic that was developed by the 
Government during the war is selling very cheaply, while some other 
antibiotics are very effective. 

We have had complaints and we thought that an economic study 
of this type might be helpful because it is a very important field, as 
to why there was such a wide discrepancy between prices of anti- 
hioties which seem to be relatively comparable in complexity and so 
forth. 

Senator Magnuson. And the cost of production being relatively 
cheap? 

Mr. Howrey. Yes. 

Senator Maanuson. In that case, of course, unless there be labeling 
of some kind you could only go into the economic field. 

Mr. Howrey. Yes; or false advertising. 

Senator Magnuson. They do not label that aureomyecin cures any- 
thing. You just go in and buy it, and it says that is what it is, where- 
as a patented medicine will make all sorts of claims, but I do think 
that is a laudable objective. 

We have gone into it a little bit, not in this committee but in the 
Interstate and Foreign Commerce Committee, because we are respon- 
sible for labeling, and it so happens that the Senator from Michigan 
and I are both members of the two committees. It may be neces- 
sarv, but vou will find markups running into 400 and 500 percent of 
the cost of production. Many things now in this wonder world of 
new drugs that the average poor family, for their children, believe to 
be absolutely necessary, in many cases they cannot afford. 

Mr. Howrey. I think that is one of ihe things that we would 
study in our economic report. 

Senator Maanuson. | think in the normal field of orthodox medi- 
cine or old-fashioned remedies, they have gotten down to within the 
means of the people, but in the new field of new drugs and things 
the costs so vary, not only as to production, but as between the same 
types of products, that I think you will find a very fertile field to 
look into, even though on their label they claim nothing. 
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Mr. Howrey. Yes. We have the power to expose the facts and 
that sometimes does much more than a complaint and a long lawsuit 
We do have that on our list, but again we have to select our economic 
studies because they take quite a little time and quite a little money 

Senator Maanuson. I think that is costing the average American 
family today, particularly in the lower-income groups, more in pro- 
portion to the cost of production and what they get than any othe: 
one thing, and they have to buy that because they think, right or 
wrong, that it is needed at a particular time. They have no choice 

Mr. Howrey. Yes. 

Senator Magnuson. The markup in some cases is almost fantastic 
by the time it gets to the poor family. 1 think that would be a good 
field. In fact, | would rather appropriate you some money for that 
than the financial report. 

Mr. Howrey. If vou give us $200,000, we will begin that tomorrow, 

Senator Magnuson. I would rather you do that than the financial 
report, although both may be de sirable. 

Mr. Howrey. | think you are quite right, and I am sure, knowing 
you are the chairman of the committee that has jurisdiction over us, 
your views count with us, and we will begin the antibiotic studies as 
soon as we can. 

Senator Magnuson. I think you ought to do it as early as you can 
and ask for the funds because I just conceive that m the next 4 or 5 
vears there is going to be more and more put on the market rather than 
less. 

Mr. Howrey. Yes. There has been some suggestion that part of 
that of which you speak is due to the patent protection, that there is 
not sufficient competition in certain types, and that the prices are kept 


up under the patent umbrella. That is one of the things we were 
going to study. 


PRICE FIXING 


Senator Magnuson. I think you will also find in the drug field, 
which is not on the surface, in some cases some agreements between 
them as to sale. 

Mr. Howrey. We would have jurisdiction over that. 

Senator Magnuson. I| pose that question, because when you have 
a new drug, it becomes not necessarily popular, but seems to be from 
a medical profession view desirable, and a few of those people who 
might be in a position to make it discuss the matter pretty thoroughly 

Mr. Howrey. That, of course, is our type of case. We have not 
had as far as I know, have we, complaints of that type? 

Mr. Baspcock. Yes, sir. 

Senator Magnuson. Yes; that is correct. 

Mr. Howrey. Are we investigating them? 

Mr. Bancock. Yes, sir. 

Mr. Howrey. That is right; we had three antibiotic cases. What 
did they involve? 

Mr. Basncock. They involved myocins, I believe, and one or two of 
the other biotics. It was claimed there was price fixing. After the 
original experimental cost, the rapidly dropping prices were rathe! 
revealing. We could not say there was a price fixing. 

Mr. Howrey. In other words, we investigated, and apparently 
found there was no price fixing. 
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Senator MaGnuson. I would not think you could actually, right 
now, come out in a court of law and prove it, and sometimes the 
manufacturers themselves unwittingly get themselves into a position 
where they are a monopoly on something that somebody suddenly 
lisecovered the average American family needs for a certain type of 
lIness. They find themselves in that position sometimes, and the 
emptation is to take advantage of it, and I can see in the future, the 
way this is going, all the way from vaccines to antibiotics, that the 
jeld is going to ‘be even more complex, and the responsibility of the 
Federal Trade Commission is going to become greater and greater in 
that particular field. 

In the labeling field, you can pretty well pinpoint and spot that. 
You can press that and you keep them from getting out of line. Then, 
of course, with respect to the advertising people, their business is 
not to have you buy something you need. It is to create a desire 
io have more than you need. They have a tendency to get them- 
selves all wound up and go beyond, particularly in the field of medicine. 

Mr. Howrey. Food and Drug has some concurrent jurisdiction over 
ulvertising because they define label as anything that accompanies 
he pac ‘kage. All these pamphlets and brochures that you pick out 
of the carton are also under their jurisdiction, and I think the weak 
int in both of us is our inability to test these new scientific claims, 

Senator Maanuson. Yes. You take chlorophyll and those things, 
how they just went almost hogwild. The dog was not going to sme i 
{he ate that kind of dogmeat. Well, he smelled anyway. 

| think you have a great field because | think there are a great many 
abuses in this field. 

Mr. Howrey. There are, indeed. We are aware of them, and we 
are working hard on them. 


Senator MaGnuson. It does not hit you or me, or Senator Potter, 
or maybe many people in this room, but it hits the poor family with 
children who have read about these things, and, right or wrong, they 
lecide this is what is needed, and they go to the drugstore and the 
prices are fantastic compared to the cost of the product. 


FIELD OFFICES 


Have you been doing some consolidating of your field offices? 

Mr. Howrey. No. We have added one in Cleveland. There 
vas some talk of consolidating the Seattle office with the San Fran- 
cisco office. 

Senator Maanuson. You are getting right down to the point of 
my question. 

Mr. Howrey. We found it was unwise. 

Senator MaGnuson. I am glad to hear that. 

\ir. Howrey. We do not contemplate any such consolidation. We 
eally studied it pretty thoroughly, and it was found instead of saving 
money, we think it would have increased our expenditures on. travel. 

Senator Magnuson. Iam glad that one agency has discovered that 
‘an Francisco is 900 miles from Seattle and not a suburb. 

Mr. Howrey. We measured that, and we found that to be true. 
Our Seattle office is small, but still it is very busy and very active, 
ind we have no intention of abandoning it. 


§2275—55—_—31 
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Senator Magnuson. I think probably you will find as the popuila- 
tion is moving and these matters are becoming greater and greater 
the problems for your Commission, that you might even have to acd 
a few here and there to give the public a chance to go in and contact 
vou. 

Mr. Howrey. I made a speech in December at the University oj 
Washington, so I got a firsthand study of our Seattle office, and | 
talked with our Seattle men. We certainly reached the conclusion 
that it was more than paying its way. I think instead of having 
fewer offices we need more. The management consultants recom- 
mended that we have 1 in the Southeast, 1 in the Southwest, and | 
in Cleveland, but we did not feel that our funds permitted the estab- 
lishment of more than one, so we took Cleveland as being the plac 
where the industrial concentration was the greatest and where the 
need was the greatest. 

Senator Maanuson. I have found in many vears here that con- 
solidation does not necessarily mean economy, and particularly in an 
organization like yours. You are a consumers organization primaril\ 
for the protection of the public, and therefore, your availability to th 
publie should be at all times there. 

You might sometimes find a little more efficiency in consolidation 
but, nevertheless, you have a public service to perform, and sometimes 
vou have to do that at a little extra cost to be available. 

Mr. Howrey. If I may just add to that very point that vou have 
just made, that is the basis for our very urgent request that vou tak 
off our travel limitation, because we cannot use our travel money as 
we think it should be used. We have to use it so that we will not 
exceed each month some budget estimate we have made. If we ar 
permitted to use the travel money as we think it should be used, | 
think we can do it much more efficiently. 

Senator Maanuson. Is there anyone else who wants to make an) 
statement? 

Mr. Chairman, we will leave the record open here for a few days, 
in case you want to make any corrections or anything like that. I! 
not, we appreciate your coming down. 


GENERAL ACCOUNTING OFFICE 


STATEMENT OF JOSEPH CAMPBELL, COMPTROLLER GENERAL OF 
THE UNITED STATES; ACCOMPANIED BY FRANK H. WEITZEL, 
ASSISTANT COMPTROLLER GENERAL OF THE UNITED STATES; 
ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GEN- 
ERAL; AND JOHN F. FEENEY, ADMINISTRATIVE OFFICER 


APPROPRIATION SITUATION 


Senator MaGnuson. Next is the General Accounting Office. 

Mr. Campbell, we will be glad to hear from you, sir. 

For the purposes of the record, your 1955 appropriation was 
$31,981,000. Your budget estimate for 1956 is $32,100,000; and the 
House allowed you $31,981,000, or a minus of $119,000 from your 
budget estimate, and you are not asking for any restoration; is that 
correct? 
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Mr. Campse.u. No, sir; $75,000 was our own reduction, and the 
House cut us $44,000. 


LANGUAGE CHANGE 


Senator Maanuson. We have, also, a letter from you in response 
to a query from me dated April 8, after the House was through, in 
which you asked for a suggested change in the act, I understand, for 
some additions in your personnel. 

Mr. CamMpBELL. Yes, sir. 

Senator MaGnuson. We will put the full letter in the record. 

(The letter referred to follows:) 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, April 8, 1955. 
Hon. WARREN G. Maanuson, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate. 


DeaR Mr. CnHatrMaAn: Reference is made to your letter of March 29, 1955, 
requesting that you be advised as to the changes deemed necessary in the inde- 
pendent offices appropriation bill, 1956, as passed by the House of Representa- 
tives, insofar as it affects the General Accounting Office. 

In the 1956 budget estimates we requested that there be appropriated the sum 
of $32,100,000 for the operation of the General Accounting Office for the fiseal 
vear 1956. However, when we appeared before the House Appropriations Com- 
mittee on February 22, 1955, we voluntarily reduced the amount requested by 
$75,000, making our request $32,025,000. The bill as reported by the House 
committee, and as passed by the House, made a further reduction of $44,000, 
leaving a net appropriation of $31,981,000, the same amount appropriated for 
the fiscal vear 1955. 

We fee! that our appropriation request, as revised, embodied only what we 
believed to be essential to maintain the work of the General Accounting Office 
on a reasonably current basis and to effectively perform the responsibilities placed 
upon us by law, but since the reduction made by the House is so small in relation 
to our total request we are willing to accept the reduced amount. We would be 
opposed to any further reduction. 

As you may know, the position grades in the General Accounting Office above 
grade GS-15 have been specifically authorized by the Congress in appropriation 
acts. This year, when appearing before the House Appropriations Committee 
(see pp. 723, 795, and 796 of the House hearings), we requested an increase in the 
number of grades above grade GS-15. We asked for authorization for 2 addi- 
tional grades GS-17 and 1 additional grade GS-16. One of the grades GS-17 is 
for the Deputy Director, Accounting Svstems Division, and the other for a Deputy 
Director, Division of Audits. Also, in our opinion, the positions of Director, 
Kuropean Branch, and Associate Chief of Investigations should be in grade GS— 
16. Only one additional grade GS-16 was requested because the grade GS-16 
presently held by the Deputy Director of the Accounting Systems Division would 
be available to be allocated to another position in the event the authorization was 
granted. 

The House committee did not grant our request and made no comment with 
reference thereto in the committee report. I plan to talk to the chairman of the 
Independent Offices Subcommittee of the House Appropriations Committee on 
this matter and if any significant information is developed I will inform you. 
However, I am firmly convinced that the additional position grades are necessary 
if we are to maintain a balanced organization and give due consideration to the 
responsibilities and duties of our key officials. It is requested that this matter 
be given consideration by your subcommittee and that the necessary authority 
he granted. 

To carry out our request, it will be necessary for the following language to be 
inserted in the independent offices appropriation bill, as passed by the House, 
beginning on line 21, page 10: 

Provided, That the fourth paragraph under the heading ‘General counting 
Office”? in Publie Law 137, approved August 31, 1951 (65 Stat. 274), as amended 
by Public Law 455, approved July 5, 1952 (66 Stat. 399), and Public Law 428, 
approved June 24, 1954 (68 Stat. 280), is further amended by changing “two 
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positions in grade GS-17” to “four positions in grade = 17”, and “twelve posi- 
tions in grade GS-16” to “thirteen positions in grade GS-16’. 

I do not believe that a hearing before your subcommittee will be necessary 
for consideration of our request for authorization for allocation of additional 
positions. Should you desire, however, I will be very glad to appear before the 
subcommittee at such time as may be designated. 

Sincerely yours, ; 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


PREPARED STATEMENT 


Senator MaGnuson. What does that suggested change do? 

You have a short statement. We would like to have you read it. 

Mr. Campsetu. Yes. I think it will cover the points you mentioned, 

As you know, I have been serving as Comptroller General since 
December 14, 1954. Due to the scope and complexity of our work, | 
am not at this time completely familiar with all of our operations. 
However, I have with me today my principal associates, all of whom 
have long experience in the General Accounting Office and who, I am 
sure, can furnish any additional information you may desire. 

In the 1956 budget estimates, we requested that there be appro- 
priated the sum of $32,100,000 for the operation of the General 
Accounting Office for the fiscal vear 1956. This amount was approved 
by the Bureau of the Budget. However, when we appeared before the 
House Appropriations Committee on February 22, 1955, we voluntarily 
ae the amount requested by $75,000, making our request 

32. 025,000. The bill, as reported by the House committee and as 
sacae by the House, made a further reduction of $44,000, leaving a 
net appropriation of $31,981,000, the same amount appropriated for 
the fiscal year 1955. 

We feel that our appropriation request, as revised, embodied only 
what we believed to be essential to maintain the work of the General 
Accounting Office on a reasonably current basis and to effectively 
perform the responsibilities placed upon us by law, but since the 
reduction made by the House is so small in relation to our total request 
we are willing to accept the reduced amount. We strongly advise 
against any further reduction. 


INCREASE IN SUPERGRADE POSITIONS 


As you may know, the position grades in the General Accounting 
Office above grade GS-15 have been spec ‘ifically authorized by the 
Congress in various appropriation acts. This year when appearing 
before the House Appropriations Committee, we requested an increase 
in the number of grades above grade GS-15. We asked for authori- 

zation for 2 additional grades GS-17 and 1 additional grade GS-16. 

One of the grades GS-17 is for the evans Director, Accounting 
Systems Division, and the other for a Deputy Director, Division of 
Audits. Also, in our opinion, the positions of Director, European 
Branch, and Associate Chief of Investigations should be in grade 
GS-16. Only one additional grade GS-16 was requested because the 
grade GS-16 presently held by the Deputy Director of the Accounting 
Systems Division would be available to be allocated to another position 
in the event the authorization was granted. 
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The House committee did not grant our request for additional 
positions and made no comment with reference thereto in the com- 
mittee report. However, since the House committee action, I have 
discussed the matter with the chairman of the House Independent 
Offices Subcommittee, and he informed me that should the Senate 
grant the authority requested, the House committee will reconsider 
the matter. 

[ am firmly convinced that the additional position grades are neces- 
sary if we are to maintain a balanced organization and give proper 
consideration to the responsibilities and duties of our key officials. 
I am, therefore, requesting that the necessary authority be granted 
by the Senate. In my letter to the chairman of this subcommittee 
dated April 8, 1955, there was submitted for consideration the language 
necessary to accomplish our request. 

We shall be glad to answer any questions you may have. 


HOUSE REPORT 


Senator Maanuson. I noticed also that the House in their report 
on page 6, with respect to the General Accounting Office, indicated 
that as far as the European Office was concerned, the committee felt 
that you should have in the office a better quality of staff or a higher 
paid staff to get better people. 

Mr. CAMPBELL. That is right. 

Senator Magnuson. They mentioned that, so they must have been 
cognizant of the same situation. 

(Discussion off the record.) 

Senator MAaGnuson. So that, in brief, vou feel that you can live 
within the $44,000 reduction, but that you are suggesting to us that 
reduces you to a minimum to perform your duties in a proper way? 

Mr. Camppent. That is correct, Mr. Chairman. 

Senator MaGnuson. And that this language then would help you 
in getting that quality suggested by the House report in certain key 
positions? 

Mr. Camppe i. | have been over there 5 months, and [ am con- 
vineed that the additional positions are absolutely necessary. 

Senator Magnuson. You have a very brief request here. I do not 
want to burden you as to time. We will be glad to consider it, and 
we thank you for coming up. 

Senator Porrrer. This is one of the few agencies that has accepted 
the reduction that has been made. 

Senator MaGnuson. And tried to live with it, ves. 

We appreciate that. Thank you very much. 

We will leave the record open in case you think of anything else you 
would like to put in. We will leave it open for a few days. 


AGENCY HEARINGS CONCLUDED 


The chairman will announce that this will conclude the formal 
testimony of the Government witnesses on the Independent Offices 
Appropriation, with two exceptions. We expect to have back the 
Veterans’ Administration directly on their hospitalization program. 
i just been informed by the clerk that they will be available on 
the 27th. 
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Then we will have the Federal Communications Commission on 
some general broadcasting questionnaires, but they can be here on 
WwW ednesday, the 25th. 


PUBLIC WITNESSES 


The committee will now be open to hear public witnesses, of which 
there are not too many. Mr. Riley, of the AFL; Mr. Lampley, 
Brotherhood of Locomotive Firemen, Enginemen; Mr. Johnson, vice 
president, Order of Railway Conductors, Brakemen; Mr. Pinkney, 
American Trucking Association; Mr. T. O. Kraabel, of the American 
Legion; Mr. Omer Clark, of the Disabled American Veterans; Mr. J, 
M. Thomson, Commercial Controls Corporation; Mr. Horace Russell, 
United States Savings and Loan League; Mr. Donald C. Beelar, 
American Bar Association; and Mr. John Mahoney, Association 
of ICC Practitioners. 

If those people are here, as many as I have read, I am afraid we 
will have to come back at 2:30 and hear you on those matters, because 
if we start, we will not be able to finish during the lunch hour. The 
committee will recess until 2:30. 

(Whereupon, at 11:50 a. m., the subcommittee recessed, to reconvene 
at 2:30 p. m.) 

\FTERNOON SESSION 


The subcommittee reconvened at 2:30 o’clock p. m., upon the 
expiration of the recess. 
Senator MaGnuson. The committee will come to order. 


VETERANS’ ADMINISTRATION 
Tae AMERICAN LEGION 


STATEMENT OF CARLTON L. SEAMAN, STATE SERVICE OFFICER 
GENERAL STATEMENT 


Senator Potter has some people here from Michigan, Mr. Seaman, 
Mr. Lundgren, and Mr. Buer. 

We will be glad to hear from you first. 

Senator Porrer. Mr. Buer is the commander of our State VFW; 
Mr. Lundgren is commander of the American Legion, and Mr. Seaman 
is service officer of the American Legion. 

I am delighted that Michigan is so well represented by these three 
young people who are here today to present a problem which is of 
great interest to veterans in our State. 

You fellows can use your own judgment to present the case as you 
best see fit. Will ach one of oie identify yourself for the record? 

[ am Carlton L. Seaman, State Service Officer of the American 
Legion. 

Senator, we have a problem in Michigan which is before this com- 
mittee for consideration at the present time, in which the American 
Legion has been interested for several years. That is the fact that 
we have not had adequate hospital facilities provided by the Veterans’ 
Administration program, for the hospitalization of psye ‘hotie, —, 
or psychiatric veterans, many of whom are service connected and ma 
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of whom, of course, we like to provide hospitalization for even though 
the circumstances of service connection have not been established. 

In Battle Creek we have a Veterans’ Administration NP hospital 
of some eleven hundred beds which for many vears has been filled to 
capacity, 

They have not even had an opportunity to provide for the 10 per- 
cent of vacant emergency beds that ordinarily the Veterans’ Admin- 
istration does provide for in their hospitals. 

At the present time at that rig 22 “gah a waiting list as of the 
day before yesterday, May 19, 1955, 872 patients who have made 
application for hospitalization and are on that waiting list at that 
hospital. 

Now, we will concede the fact that some of those veterans are at 
the present time in State or county hospitals in the State of Michigan, 
at the expense, of course, of the Michigan taxpayers. 

As a matter of fact on March 31, a report of the survey we had 
made for the State of Michigan, there were 919 veterans in six State 
hospitals, at the expense of the taxpayers of the State of Michigan. 


WAITING LIST FOR MICHIGAN HOSPITAL 


There has been a constant waiting list at Battle Creek for the last 
5 vears. It has varied at different times from 200 to 300 on that 
waiting list to at times more than 900. 

There is no other true hospital or NP beds in Michigan aside from 
the Veterans’ Administration hospital at Battle Creek and 60 or 70 
beds at the Veterans’ Administration hospital in Ann Arbor, which 
is about two vears old now. 

The Veterans’ Administration hospital at Dearborn actually has 
no true psychotic beds. They do have seven lock-ward beds or seven 
beds in a lock ward over there in a 38-bed ward and the 31 other 
beds in that ward are used for psychotic or neurological patients. 
Actually, however, there are no true NP beds at the Veterans’ Admin- 
istration hospital in Dearborn. 

Two and a half vears ago when we were in Lansing, Admiral Boone 
told us that they would provide at Dearborn as soon as the TB 
reconstruction which was going on at that time was completed, an 
additional 44 bed psychiatric ward. 

Later than that, and just in March of this year, the Secretary to 
the Administrator of the Veterans’ Administration put us in touch 
with their planning division by telephone from his office. We learned 
at that time that they had definite plans for approximately 70 beds 
which I am presuming are now these 70 beds we are talking about, in 
addition to the 38 beds we already had there as designated NP beds. 

We were told at that time, and I say as of March of this year, that 
there were funds available for these NP beds and that construction 
would be taken care of during this forthcoming fiscal yea 

That situation seems to have been changed for some reason and we 
now find that the planning is projected for the fiscal vear 1957, in the 
budget of 1957. 

Now, in addition to these 919 veterans who are in State hospitals, 
some of whom are the 872 veterans on the waiting list at Fort Custer, 
the Veterans’ Administration also is providing per diem hospitalization 
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for 32 service-connected veterans in State and county hospitals 
throughout Michigan. 

When we were down here 2 weeks ago today we had a discussion 
with the Chief Medical Director of the Veterans’ Administration and 
with Congressman Cederberg from Michigan, and some of the Michi- 
gan delegation, and at that time we were told that there was going to 
be a plan put into effect immediately whereby some neuropsychiatric 
beds would be freed up in Michigan through the reshuffling of patie nts, 
mostly senile or bed-care patients in Des arborn, out to the Veterans 
Administration hospital in Iron Mountain, and the Veterans’ Admin- 
istration hospital in Saginaw, and those are general medical hospitals, 
incidentally. 

There would be some further reshuffling in that they would move 
from the Veterans’ Administration hospital in Battle Creek those 
veterans who were hospitalized there who should be under the juris- 
diction of Veterans’ Administration hospitals in other States. 

Now, this reshuffling move was designed to free up hospital beds for 
NP patients in Michigan. 


VETERANS’ ADMINISTRATION SURVEY 


Senator Porrer. Mr. Seaman, is it not true that the Veterans’ 
Administration made a survey—and, Mr. Chairman, the purpose of 
this delegation being here is to secure a limited relief to the NP 
patient treatment that is so badly needed. 

As far as this committee is concerned, our interest is to secure either 
the earmarking of funds or new funds to provide for the conversion of 
one wing of the Dearborn hospital which the Veterans’ Administration 
has surveyed at the cost of $70,900 for NP rapid-treatment care. 

The data that Mr. Seaman has given you about the need for this 
mental treatment bears out the fact that rather than wait until 1957 
as the Veterans’ Administration now has the plan in spite of the fact 
that they told us before it was due for this vear, we feel that the need 
is such that it should be included in this vear’s budget, either by the 
earmarking of funds or new funds allotted. 

That is something when the Veterans’ Administration comes up 
before our committee that we can decide then which should be done. 

Mr. SeaMan. Senator, if I may, I will accept your presentation as 
my closing remarks. That is exactly the point I wanted to make and 
would eventually have made. 

We understand it is projected in the 1957 budget. We would like 
very much to have it in the 1956 budget. 

While we think it is too little and it is coming very late, we are 
concerned in having it done as soon as possible. 

Senator Porrer. It will not solve the problem, but it is a step in the 
right direction. 

Mr. Seaman. That is true. 


TOTAL PATIENTS IN NEW WARD 


Senator Magnuson. That new ward will take how many patients’ 

Mr. Seaman. There are 39 true psychotic, 22 closed beds, 17 open 
psychotic, and 38 neurological; 77 altogether. 

Senator MaGnuson. But all in the ceneral category of NP patients? 
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Mr. SeaMan. Yes, sir. 

Senator Magnuson. You will still have about seven hundred 
something in other hospitals, or waiting for admission to Battle Creek? 

Mr. Seaman. Yes, Senator, as well as in our local jails waiting for 
admission some place, too. 

Senator Macnuson. How many would you estimate them to be? 

Mr. SeaMAN. Senator, there is no night falls in Michigan that 
there is not a veteran in jail some place awaiting : psychotic bed. 
Three months ago I was in Lapeer talking to the manager of the 
Lapeer Home, a home for feeble-minded, there were six in the Flint 
jail that day waiting for some solution to their need for hsopitalization. 

Senator Macnuson. These are all people who would be eligible 
for admission to veteran NP hospitals if they had the room? 

Mr. SeaMAn. Yes, sir; they are qualified veterans. 

Senator Porter. I think also it would be well to note the type of 
service that is envisioned in Dearborn would be what they call a 
rapid treatment service. 

Senator Maanuson. I am getting Dearborn and Battle Creek 
mixed up. Is either one solely an NP hospital? 

Mr. Seaman. Battle Creek is. I brought Battle Creek into the 
picture to show the overall need for additional facilities in Michigan. 
Senator Maanuson. That has been designed for NP treatment? 
Mr. SeaMan. Yes, sir; and is not per se a matter for this hearing. 

Senator Maacnuson. Is that a completed unit now? 

Mr. SkaMAN. Yes; that is a well established unit. 

Senator Maanuson. Could money be added which would enlarge 
the capacity of Battle Creek, rather than to have these patients in 
hospitals that are not dedicated to that type of treatment. 

Mr. Seaman. No; I do not think so. 

Mr. Lunpcren. The Battle Creek Hospital is an old type of 
hospital. It is in dire need of massive repairs and renovation. 

Senator Porrer. We hope that the Veterans’ Administration will 
take a look at that. 

Do you have anything to add? 


Tue AMERICAN LEGION 


STATEMENT OF LEON BUER, DEPARTMENT COMMANDER, 
DEPARTMENT OF MICHIGAN 


Mr. Burr. Yes. I will confine it strictly to the rapid treatment. 

Senator Porrer. Confine it to the Dearborn hospital. 

Senator MaGnuson. That could subject itself to an enlargement of 
some kind? 


Mr. Burr. It could. 


CAPACITY OF DEARBORN HOSPITAL 


On the 9th of May I went out to the Dearborn hospital and spent 
the rest of the day there. The capacity of that hospital is 944. The 
average daily patient load for the immediate fiscal year and upon 
which their budget is based, has been 744. 

Of the 744 approximately 530 are general medical and surgery 
patients. About 200 TB patients are there. 
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Two years ago there was a reconversion of the Dearborn hospital 
and 452 beds were to be converted into tuberculosis beds. That was 
at the time when we were all concerned with the TB problem. 

Now there is no TB problem in the State of Michigan, that is as 
to advanced therapy, drugs, and what not. 

The consensus of opinion of the doctors that I talked to there, Mr. 
Senator, is that there will never be a need for more than 250 TB beds 
in the Dearborn hospital; that there are give or take a few patients, 
somewhere in the neighborhood of 200 in that hospital at the present 
time; that there is room available in that hospital for a 200-bed neuro- 
psychiatric rapid treatment center right now. 

Now, the VA proposes 77 beds. We do not think it is anywhere 
near adequate when you have one-thirteenth of the Nation’s problem 
right in the State of Michigan. 

In other words, there are approximately 13,000 veterans on the na- 
tional waiting list for NP treatment and we have for all intents and 
purposes about a thousand in Michigan on that list. So if we have 
a—-— 

Senator Maanuson. I would suggest that 13,000 is not too accu- 
rate a figure because those are only the ones who have actually come 
up and applied to be sent up there. 

Mr. Burr. That is right; they are known. These are VA’s known 
figures. There are probably untold thousands that we don’t know 
about. 

SELECTIVE-SERVICE REJECTIONS 


Senator MaGnuson. The other day General Hershey up here testi- 
fied that they have 37 percent rejections as of this year and of that 


37 percent, 40 percent were NP cases, which is an alarming figure 
It shows what the problem is going to be in the future. 

Mr. Burr. That is right. It is not, Mr. Senator, out at the Dear- 
born hospital, and I do not care to mention names as to whom | 
talked, but these figures came right out from Dearborn that between 
500 and 550 G. M. and S. beds would be the minimum they could 
get by with out there. 

If they have 200 or 250 tuberculosis beds, then they figure that 
they could have somewhere in the neighborhood of 200 NP beds out 
there for a rapid treatment center. 


RAPID TREATMENT CENTER 


The reason we have all lobbied for a rapid treatment center is 
very simple. At a rapid treatment center the usual length of stay 
of a veteran in that type hospital is 10 or 11 weeks, which means that 
if vou have a 200-bed NP center and could have a 5 times a yea 
turnover, you would in effect be treating 1,000 veterans before they 
get to the point where they have to become total care cases and 
chronics. 

EXAMPLE OF TREATMENT RESULTS 


Let me give you an example of what I mean, the type of veteran | 
am speaking for today 

I had a client that Y had to put into bankruptcy y. He was a com- 
plete Skid-Row type of character. His hair was long, he was dirty 
and filthy. His three children and wife lived in a chicken coop. 
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I finally prevailed on him to go down to Fort Custer. He stayed 
down there 11 weeks. I lost track of this fellow until about 6 weeks 
later. J saw a fellow coming down the street with a nice new hat on, 
a new suit, white shirt, dark tie, carrying a brief case. 

I said, “Are you Richard 8?” 

He said, “Why, sure.” 

In the intervening time of 11 weeks of insulin shock treatment at 
Dearborn until I saw him he had bought a home, he is purchasing a 
ear, he has taken his family out of a chicken coop, he is a self-supporting 
and respected citizen working in the loan department at one of our 
banks. 

That is the type of man we want to help at the rapid treatment 
center, not the fellow who is too far gone to profit by the treatment, 
but the man who is in the state in which he can profit by it. 

We would like to suggest to the VA that while they are putting 77 
beds in Dearborn, we go a step further and utilize the 200 beds that 
will be there for other utilization. 

Why do this job by halves? If it costs $88,000, or whatever the 
figure is, that Senator Potter has there, to utilize 77 beds, why not 
go the rest of the way and give them enough money to utilize the 
200 beds? 

Senator Porrnr. Is it not true that the utilization of those beds 
were for treatment purposes and not for confinement as happens at 
the present time? 

Mr. Bur. That is right. Get them in and get them out. 

Other than that, I have nothing to add, Mr. Senator, except this: 
Carl was speaking of jails. 

It so happened that day before yesterday our probate judge at home 
called me up and told me a Korean veteran was in our jail, a fellow 
apparently without family, wanted to know if he could be gotten into 
the Fort Custer hospital, completely psychotic. 

Well, I called the manager down there and arranged to get him in. 
But with the hospital filled to capacity how many veterans are not 
that fortunate to have a probate judge who picks up the telephone 
and does something for him? 

I know of another veteran who is lying in jail in Marshall, Mich., 
right now, that nobody has taken the initiative apparently to get into 
the hospital because they are crowded, they are overcrowded. 

We do not think that a veteran deserves that kind of treatment. 
If he has followed the Stars and Stripes in times of peril, we think the 
people of this country, then in fact we know that the people of this 
country want him to have the best care and treatment that they can 
possibly give him, especially when it will make him a self-supporting 
and se if-respe cting citizen. 

Senator MaGnuson. Well, it is somewhat false economy not to try 
that out when you can catch them that way because if you do not the 
Government is going to have them on their hands at a great deal more 
cost in the future. 

Mr. Burr. And you have the type that will have to go to some 
place like Fort Custer and become old age, senile, and chronic that 
nobody can do anything for. 

Senator Magnuson. I would think, Senator Potter, that although 
this Michigan thing has highlighted it, that we would find a similar 
situation throughout the United States. 





490) INDEPENDENT OFFICES APPROPRIATIONS, 1956 


NEED FOR BEDS IN DEARBORN 


Mr. Seaman. Mr. Senator, if I could make two quick contribu- 
tions. 1 would like to endorse what Mr. Buer has said with regard 
to the need for more than 77 beds in Dearborn. 

I think this should be a matter of your knowledge at least in con- 
nection with any possible expansion of that 77 beds into Mr. Buer’s 
suggested 200. 

There are 115 beds in Dearborn hospital that have never been 
activated in any way whatsoever. There has been no staff. There 
have been no sheets on them. They are just covered up. 

The other thing I would like to contribute is this, and this involves 
Fort Custer, if you will pardon me. 


NEW BUILDING. FOR FORT CUSTER 


We understand that there is a $30 million fund available for recon- 
struction purposes, rehabilitation purposes at VA hospitals. We are 
asking for Fort Custer for a new building over there to replace 
building No. 2. 

There is a matter of survey going on immediately, a use survey by 
the Administration that will determine the need for that. 

I would like to suggest that a certain amount of money be ear- 
marked from this $30 million fund for the use of that additional 
building at Fort Custer. 


CLINICAL BUILDING 


Mr. Burr. Is that the clinical building? 

Mr. Seaman. That is the clinical, admitting, dining, kitchen, which 
is completely unsanitary and completely inade quate. 

Mr. Burr. The library there is a small quonset hut, and the chapel 
is even a smaller quonset hut. 

Senator Maanuson. The Veterans’ Administration has been in 
before the Senator from Michigan and myself, but because we thought 
there was a grave problem throughout the United States involvi ing this 
situation in view also of the testimony previously of the Chief of the 
Veterans’ Hospital Administration, that by far the greatest percentage 
of cases are NP cases and they are gradually growing worse, it is 
difficult for me to understand that an appropriation for this amount 
was $47 million for extension overall in 1955, the budget only allowed 
$13 million for this year and the House brought it up to $30 million, 
which is the sum you are speaking of. 

I do not know why that is. We do not like to spend any more 
money than we have to, but here is a problem that seems to be growing 
worse instead of better. 

It looks like we are not meeting it with the same amount as we did 
last year although this may have been for new construction for beds 
that are now available. There may be some explanation to this. 
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THe AMERICAN LEGION 


STATEMENT OF KENT T. LUNDGREN, DEPARTMENT COMMANDER, 
DEPARTMENT OF MICHIGAN 


NEUROPSYCHIATRIC CASES 


Mr. LunpGRreEN. I just have a couple of words here, Mr. Chairman. 

We are concerned about these neuropsychiatric cases and their 
development because we had 100,000 beds allocated by 1949-50 for 
veterans after World War I, after they finally got the program going 
for several years. 

With 21 million veterans we have only 115,000 beds against that 
terrific increase of veterans. 

We are not taking care of the problem. We have this controversy 
with medical groups that say we are going to compete with private 
hospitals, but in the neuropsychiatric care and cure we cannot compete 
with them because they don’t have the hospitals, let alone the veterans 
having the hospitals. 

Senator Magnuson. Is it not true also that the general private 
hospital is not prone, they are somewhat reluctant, not because they 
do not want to do the right thing, to have that type of case because 

their beds are so scarce for surgery and other cases that they want to 
utilize them for that? 

This is a field of treatment where it is most difficult for even a 
general hospital to cope with. 

Mr. LunpGreN. The first thing they come to is a veteran’s case. 
If they have a psychotic case, we get the first call because they do 
not want to handle it. 

Now, we have this problem of the dramatic new way of this vast 
treatment and moving away from the shock type of treatment to 
the drug type of treatment, using this new wonder drug, thorazine. 
That is the type of job we could do at Dearborn, that new drug 
thorazine that has been so dramatically portrayed in the last few 
weeks by Jim Piersall of the Boston baseball team who was cured. 

Senator Porrer. As far as the conversion of Dearborn hospital to 
mental patients, we want to use space that is not now being used. 

Mr. LunpGreN. We have space there and we have nearness to 
Wayne Medical University at Detroit and other places that can 
help us in the psychiatric part of the work. The job can be done 
there if they will give us the go-ahead. 

I do not think we can wait until 1957 or 1958 for it. Our people 
back home are beginning to ask, instead of sending all these bills for 
dams and orange wrappers and everything else, let us take care of 
mental patients who are lying in our jails. 


SURVEY TEAM 


Senator Maacnuson. Dr. Middleton or Mr. Higley, who is one of 
his assistants, testified before us the other day. And I quote from 
| 
page 269 of the testimony: 


We are sending out a survey team to look at what can be done— 
This is in answer to the Michigan problem 


We will have a look at it as to the troubles at Custer as compared with the 
situation in other States. 
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He says: 


I do think vou might tell the Senators that the beds are not the whole answer 
to the problem. The psychiatrists and those who can work in the field, there jis 
a great shortage which sometimes limits us in going ahead with the program. [; 
fact, we have that trouble at Custer. 

Mr. Seaman. That is true. 

Senator Maacnuson. Then Middleton said: 


We have the trouble at Custer and Dearborn particularly. 


Senator Porrrer. I think probably that the veterans’ organizations 
have a deans committee that work with the Wayne University and 
University of Michigan and both universities being very civic minded, 
I am confident they would be of great help in trying to secure the 
personnel needed if they knew what the program was going to be. 

Senator Maanuson. I think, Senator Potter, you have a ‘point here, 
too. Dr. Middleton testified there are 49,000 NP beds in NP hospitals, 
that is strictly NP hospitals, 11,000 NP beds in general hospitals. 
G. M. and S. hospitals, or a total of 60,000 NP beds in VA hospitals 
and 2,300 NP patients in private and State hospitals. 

It looks to me as if you have almost two-thirds of them up in 
Michigan. 

Mr. Burr. That is about right. 

May I say two more things that come to my mind as you read this? 

Senator Maanuson. ( ‘ertainly. 

Mr. Burr. The first thing is that if you gentlemen are successful 
in increasing the appropriation for the Dearborn Hospital don’t 
overlook the fact that you will have to increase their appropriation for 
overhead and for staffing of that hospital, because under their new 
system they get paid so much for a year based on he beds they occupy 
and you might put them in a squeeze if we put 77 more in. 

Senator MaGnuson. If the committee dec in to do that, we will 
ask them the question on the added funds. 


SURVEY OF STAFFING 


Senator Porter. The survey that was made was just a survey for 
physical facilities and does not include staffing? 

Mr. Burr. The second thing that comes to my mind on the subject 
of psychiatrists, I think the F ‘ederal Government could well begin to 
pac raising the pay of psvchiatrists in their service. For this 

‘ason, as I understand it, and if there are any VA people here they 
can correct me if I am wrong, the salary scale for a psychiatrist in 
the VA hospital is $12,500. 

[ have friends that are psychiatrists. They will not work unless 
they make $30,000 a year. I do not suppose the Government can 
pay $30,000, but somewhere between $12,500 would seem to be in 
order. 

Mr. Lunperen. I think they are training those fellows under 
Government supervision so they can have a lien on them for a couple 
of years. 
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HOUSE COMMENT 


Senator MaGnuson. The committee will take note of the fact of 
course, that in this appropriation—it was called to my attention by 
\lr. Cooper—that the House says: 


The foregoing appropriation of the full amount that has been suggested here 
is predicated upon furnishing inpatient care and treatment to an average of 
131,000 beneficiaries during fiscal 1955 and 1956. 


So we would have to add to that, of course. 
Well, thank you, gentlemen. 
Mr. Kraabel. 


THE AMERICAN LEGION 


STATEMENTS OF MILES KENNEDY, DEPARTMENT COMMANDER, 
AND T. 0. KRAABEL, DIRECTOR, NATIONAL REHABILITATION 
COMMISSION 


PREPARED STATEMENT 


Mr. Kennepy. Mr. Chairman, my name is Miles Kennedy, depart- 
ment commander of the American Legion. 

| have with me Mr. T. O. Kraabel, whom you have known for a 
long time personally. He is director of our national rehabilitation 
commission and also Edward McGrail, chief of information in the 
rehabilitation division. 

Mr. Kraabel has a statement covering our interest in the VA 
appropriation. 

i have given copies to Mr. Cooper. I respectfully request that 
\lr. Kraabel’s statement be incorporated in full in the record of the 
hearing. 

Senator Magnuson. We will do that. 

(The statement referred to follows:) 


STATEMENT OF T. O. KRraAABEt, DirRecTOR, NATIONAL REHABILITATION Com- 
MISSION, THE AMERICAN LEGION, ON APPROPRIATIONS FOR THE VETERANS’ 
ADMINISTRATION FOR THE FiscaL YEAR 1956 


FOREWORD 


Mr. Chairman and members of the subeommittee, the American Legion appre- 
ciates the opportunity your committee has granted so that we may present our 
views with regard to the money needs of the Veterans’ Administration. In this 
regular appropriation bill for 1956, as it passed the House, we see much that is 
commendable from the veterans’ point of view. We are hopeful that the Congress 
will give final approval to the modest sum that is provided for a start on the 
program to modernize existing Veterans’ Administration facilities. We are glad 
to see that provision has been made to care for an increased number of patients 
in such facilities. 

OUR INTEREST IN THE VA BUDGET 


Since the great expansion of veterans’ programs, brought about by the successful 
military closing of World War II, the American Legion has had a continuing 
interest in the appropriations for veterans’ affairs. While we support the granting 
of adequate funds to give proper administration and effect to the benefits and 
services for veterans created by the Congress, we are also interested in seeing that 
there is an efficient and economical operation of these programs. You will readily 
understand that our study of fiscal affairs in this field is limited both as to the 
information available and the size of our own staff. Our approach to the money 
side of veterans’ affairs reflects the views that we get from our service workers in 
the field, from the veterans’ claims which we present for all programs, and from 
our observations in the field of medicine and surgery. We are at all times appre- 
ciative of the attitude of the Congress in its support of veterans’ programs. 
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AREAS IN WHICH ADJUSTMENTS SEEM DESIRABLE 


Under H. R. 5240, as approved by the House of Representatives, it appears t; 
our organization that the following items cover fields in which some upward 
revision of the amounts provided is desirable. 

General operating expenses.—This item has been reduced under the Budget 
Bureau recommendation by some $5,500,000, with the committee report stating 
that $3 million of this reduction should be applied to the insurance program and 
the remainder to general administrative expenses. 

At the same time the foregoing recommendation was adopted by the House. 
there was earmarked an inerease of $1 million for the increased workload in the 
loan guaranty program. The two items combined bring about a total decrease 
of $6,300,000 in funds available for general operating expenses. 

We are informed that VA, prior to the foregoing cuts, had already planned 
to reduce insurance prozram personnel 600 to 700 during fiscal 1956. The addi- 
tional $3 million cut in the insurance program would mean a further reduction of 
700 to 800 in the personnel available for operation of this program. This, we 
believe is too drastie a reduction to accomplish in one fiseal period. 

The VA anticipates a reduction of $300,000 in fiscal year administrative expen- 
ses through closing of the records center at Columbus, Ohio, and transferring 
needed records to General Services Administration at Kansas City. This is a 
recent development resulting in lowering the reduction to a total of $6 million. 

This would mean that another $3 million would be taken away from adminis- 
tration, principally in the benefits section of the Veterans’ Administration. Most 
of this reduction would be achieved by elimination of personnel. We call your 
attention to the fact that such personnel are charged with the responsibility of 
adjudicating claims for benefits which the Congress has intended to go to the 
eligible veterans and their surviving dependents. 

We hesieve that you will agree that the Congress intends to be just as mindful of 
the disabled veterans’ interests in establishing the machinery for distribution of 
benefits as it was in the first place in creating the benefit programs. It seems 
inconsistent, in a period when the Budget Bureau and the General Accounting 
Office are critically examining the methods of adjudicating claims, that the VA 
should be asked to accept a reduction of the forces that make such adjudicator) 
decisions. 

Our experience has heen that much of the criticism of administrative actions in 
the adjudication of claims comes from the fact that there is too great pressure to 
arrive at decisions on a production-line basis. Rating staffs in the field, ana the 
Board of Veterans’ Appeals in central office, have need to give careful consideratior 
to the claims coming before them. Hurried decisions in both instances may lead 
to dissatisfaction among the veterans, and to uneconomical operation of the pro- 
grams from the Government viewpoint. 

Outpatient dental care rider.—The House has eliminated the dental rider which 
would restrict the amount of dental outpatient care for service-connected cases 
Unless final congressional approval is given the bill which has passed the House 
(H. R. 5100) the elimination of this dental rider would increase the backlog of 
cases applying for such treatment. 

Educational institution reports —The House has eliminated the rider whic! 
would restrict the charze of educational institutions for reports on the progress of 
veterans attending such institutions to $1. The effect of this action would be to 
increase the expenses of VA administration by an added $2,400,000 for fiscal 1956 
This is in addition to the $6,300,000 reduction already discussed. We think you 
will agree some solution of this question should be reached before giving final 
approval to H. R. 5240. 


OTHER ACTIVITIES AFFECTING VETERANS’ AFFAIRS 


The foregoing concludes our comments with regard to specific items in the 
appropriations for fiscal 1956. As you well know, this seems to be the year in 
which decisions on questions affecting the future of veterans’ affairs are being 
sought both in the administrative and legislative branches of the Federal 
Government. 

The Second Hoover Commission has issued reports in a number of fields. Most 
of these reports deal with programs in which the American Legion has an interest. 
So far as the recommendations of the Second Hoover Commission in the report 
on Federal medical services are concerned, the American Legion has expressed 
its confidence in the ultimate decision that the Congress may make with regard 
to legislative proposals on such recommendations. 
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We are presenting our views to the President’s Commission on Veterans’ 
Pensions and will be highly interested in the reports that may be issued by that 
Commission. 

On the legislative side we are giving our undivided attention to the work of the 
House Select Committee on Survivor Benefits for inservice personne! and veterans; 
and are working with the House Veterans’ Affairs Committee in its consideration 
of bills that would consolidate laws and regulations dealing with disability 
compensation and disability pensions. 

These matters are brought to your attention here for two reasons. We know 
that ultimately your committee will be interested in the costs produced by all 
of these proposals. At the same time you have a major interest in seeing that 
the laws already on the statutes are given the financial support needed so that 
there will be no interruption in the flow of benefits and services to all eligible 
veterans concerned. 


In conelusion, we repeat the expression of our thanks for the opportunity to 
have our views considered by your committee. 


GENERAL STATEMENT 


Senator MacGnuson. Is there anything you care to add? We will 
be glad to hear it. 

Mr. Kraape.. Mr. Kennedy has said that we have a prepared 
statement which we are submitting for the record as if I had read it 
to you. 

Secondly, 1 would like to sav that the testimony of Mr. Kent 
Lundgren, department commander, the American Legion in Michigan, 
and Carlton E. Seaman, department rehabilitation director of that 
State, has found ready seconding on the part of the staff of the 
National Rehabilitation Commission. 

Dr. H. D. Schapiro, Edward MeGrail, and TI have all been in the 
study with reference to Battle Creek and Dearborn. We support 
the findings and the recommendations they make with reference to 
those institutions. 

As the Senators themselves have commented, the situation is bad 
in many other parts of the country and as to the supply of doctors to 
treat and handle and bring back the mentally disturbed to restored 
and productive life, we have tried to initiate and support a program 
within the VA of training doctors in psychiatry who, after they have 
received their training will remain for a given time to give their serv- 
ices to the VA, 

We are glad to report that that is bringing results, rather slowly, 
but as you stated a while ago, a step in the right direction and progress 
is being made. 

DISTRICT OF COLUMBIA 


I also would like to mention in addition to the statement, Mr. 
Chairman, that I think the committee would find it of great interest 
if they could have the time to check into the hospital situation in the 
District of Columbia. 

With reference to the VA hospital here, you have heard a lot. It 
was formerly a girls’ school, renovated. It has served through three 
wars. It has an authorized capacity of 335 beds, of which 310 are 
operating as of December 31, 1954. There was authorized 9 years 
ago a new replacement that still has not funds for construction. 

Senator Porrer. Is this a general hospital? 
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Mr. Kraanev. We are now talking about a balanced hospital tha 
will also have wards for the mentally disturbed and the TB, if neces- 
sary, so that it will be a balanced unit. 

It does have the designation of general medical and surgical hos- 
pital. 

COMPENSATION CLAIMS 


Another point that I thought we might bring out, and it is men- 
tioned in the statement, is that there is quite a review of disability 
compensation claims throughout the VA system by the Budget 
Bureau, by the General Accounting Office, and by the VA, et cetera, 
with the result that we have complaints from many States as to the 
restriction or restrictive attitude on the part of rating boards on 
claims that have already been on the rolls. 

For instance, next week we have one gentleman, a colleague of 
Mr. Seaman’s, from another State, and a colleague of ours, who is 
bringing up 22 claims to sit down with our Chief of Claims, to ascertain 
the reason for retraction of what the board originally had decided and 
to see where the fault is if there is one. 

Now, these are claims that this service officer believes are most 
worthy and should not have been severed as to service connection, or 
reduced as to the amount of compensation. 

Please understand that as an organization and as director of the 
National Rehabilitation Commission of the American Legion, I would 
not stand up and advocate any unworthy claim to be continued. 
However, when we have conviction based on the law and regulations 
that worthy claims are being rejected upon review, we do insist upon 
thorough and careful reconsideration. 

Senator Porrer. Have these claims been denied by the appeal 
board? 

Mr. Kraapen. No, these are revised administratively within the 
boards of original jurisdiction. They may have to come up under VA 
Regulation 1142 for administrative review. 

If that fails, the claimants also have the right of appeal. 

[ have one other point, Mr. Chairman. 


RESTORATION REQUESTED 


Senator MaGnuson. Before you get to that, in vour statement on 
veneral operating expenses you made comment on the fact that the 
Budget Bureau recommends some $5,300,000 reduction and the com- 
mittee report stated that $3 million of this reduction should be ap- 
plied to the insurance program and the remainder to general adminis- 
trative expenses, and at the same time they did earmark an increase 
for the workload and the loan guaranty program, but the two items 
combined above being about a total decrease of six million three in 
funds available for general operating expenses. 

Mr. Kraanen. Yes, sir. Later on they feel they will gain $300,000, 
Mr. Chairman, by a switch of the record center from Columbis to 
Kansas City. 

Senator Maanuson. Which would make a total of $6 million, total 
reduction. 

Mir. Kraapen. Yes, a net reduction of $6 million; that is right. 
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INFORMATION SERVICE 


Now, the other point I had in mind is with reference to the infor- 
mation service in the VA. In point of dollars and people involved, 
rather minor, but nevertheless important. They speak of the public 
relations unit within the Veterans’ Administratioin, and the report 
of the House committee on the appropriation bill says there shall be 
only a certain number of people in that unit—20, I believe. 

! would like to put in my testimony here that these people are 
informational people; they are people who are called upon by citizens, 
by veterans organizations, and by Members of Congress, every day, 
for informational material on the operations of the VA. 

They are not promotional of the VA. The VA is a creature of 
Congress. It functions in the pattern of the total executive branch 
of the Government. It is an institution as to which full information 
on the part of the public and the veterans generally would be valuable. 

Senator Porrer. I recall when the Veterans’ Administration was 
before the committee it told of the amount of free radio time, free 
television time, that is made available as a public service which 
should be used to let the veterans know of his rights to the various 
services of the Veterans’ Administration and, of course, all that has 
to be handled by so-called public relations men in the agency. 

The result of the cutting back of that type of personnel is keeping 
them from utilizing services of great value which is made available 
to them. 

Mr. Kraapset. Thereby restricting the flow of information out to 
the veterans and their families and increasing the number of inquiries 
vou folks receive, and all veterans’ organizations receive as to what 
is What in a given situation. I want to testify they are rendering a 
vreat service. 

Senator Maanuson. And increasing the great workload that the 
Veterans’ Administration would have without that service. 

Mr. Kraapent. That is right. 

Thank you very much for listening to us. 


DENTAL CARE 


Senator MaGnuson. We did have a great deal of discussion on this 
dental rider or dental care rider which you have suggested. You 
suggest that until final congressional approval is given to the bill 
H. R. 5100 that elimination of the rider would increase the backlog 
of the cases applying. 

Mr. KraaBe.. Either one or the other, Mr. Chairman, should be 
there. We have recommended that the a should be changed 
from December 31, 1954, to December 1955. 

We believe sincerely that it is a Iidlalive matter and should not 
be appended to an appropriation bill. That is why we are watching 
the progress of H. R. 5100 intently. 

We have testified on it. We think that the limitation of time as 
to filing a claim on the part of one who is damaged in war, whether 
it be his ears, eves, nose, mouth, teeth, or any other part of the body— 
we have found from experience that it does not work out. The 
requirement of the proof he has to put in as_to service connection is 
self-limiting itself. 
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The longer a claimant is removed from the period of war, the more 
difficult it is to prove service connection. We testified that we saw 
no gain for the Government in imposing a limitation of time for filing 
Whenever he files he still must prove. 

And the further away from the war the claimant is, the more difficul| 
proof will become. 

We already have received numerous complaints that the limitation 
of December 31, 1954, has imposed hardship upon many veterans 
who have not had their initial repair of the service damage to thei 
chewing apparatus. 

Senator Maanuson. We will take a good look, a long look at that. 
We did also have long discussions on that record appropriation which 
I think we can work out in some respects. 

Mr. Kennepy. Might I have indulgence to put in two more 
statements that have to do with the independent offices appropriation 
bill? 


Senator MaGnuson. Yes. 
FEDERAL Civi, DeFrense ADMINISTRATION 
STATEMENT OF MR. NIEL R. ALLEN 


Mr. Kennepy. I want to insert the statement of Mr. Niel R 
Allen, chairman of our Civil Defense Committee, and I have given 
Mr. Cooper a copy of that statement and respectfully request that 
that be inserted in the record. 

Senator MaGnuson. Without objection, that will go into the record 

(The statement referred to follows:) 


STATEMENT OF NIEL R, ALLEN, CHAIRMAN, Crvit DEFENSE COMMITTER, TH! 
AMERICAN LEGION 


Mr. Chairinan and gentlemen of the subcommittee, you have been most kind 
in granting me this opportunity to briefly review the interest of the American 
Legion in civil defense and why, in support of our national convention policy, we 
recommend the appropriation of sufficient funds to aid in planning and perfecting 
an adequate system of defense for the civilian populace. 

The American Legion’s interest in civil defense dates back to World War II 
when we recognized that Armerican homes, cities, and industries were no longe! 
protected by ocean barriers. Following World War II, our 17,000 posts recom- 
mended and supported legislation to create a Federal administration designed to 
coordinate civil defense activities, as provided in the Federal Civil Defense 
Act of 1950. 

Since the passage of this law, the American Legion has consistently supported 
the overall civil defense program. Our early support included the dissemination 
of educational material, recruiting of volunteers, and in supporting their annual 
budget request. However, all support which we can lend is secondary to the 
amount of money which is appropriated to operate their program. With only a 
limited amount of money, they can effect only a limited program, 

It is interesting to note, that although the American Legion has consistently 
supported the civil defense program, it was not until September 1953 that we 
and other civic-ninded groups were given perimission to organize civil defense 
units from among our members which would bear the identity of the respective 
organizations. At that time, Administrator Val Peterson came before our na- 
tional executive committee with a request that the American Legion posts 
organize, train, and volunteer at least one rescue team for civil defense purposes. 

Following acceptance by this governing body, an intensive educational pro- 
gram was launched to acquaint our members and posts of the program, the cost 
of which was borne by the American Legion. I am happy to report that the 
response by the posts was most gratifying, with nearly 1,000 American Legion 
rescue teams activated. 
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We believe the program enjoved its success largely because the programing was 
omplete. In addition to explaining a plan of organization for the rescue teams, 
our members were told of the threat which faced us individually and collectively 
and were given a feasible assignment. 

\ totally impenetrable defense against a determined and massed enemy attack 
ipon this country is not possible. An attack by a cold and calculating enemy 
at a time of his own choice is a definite and continuing possibility. The primary 
objectives of such an attack would be American civilian lives, American civilian 
morale, and American civilian productive capacity. 

Civil defense is charged by law with the responsibility of protecting 160 million 
of our people, should an attacking force penetrate our defenses. It is on the 
people themselves that the Nation must depend for its will to fight and its ability 
to produce everything that will be needed to keep both the military forces in 
operation and our industry in good production. 

Unless our people are prepared to protect themselves, there is every evidence 
that we could lose the next war with an undefeated Army, Navy, and Air Force 
still in the field. 

It seems reasonable to assume, then, that if we are to deter war or win a war, 
f we have to fight one, we must have adequate military strength plus preparedness 
at home that ineludes a strong civil defense 

We are confronted by an enemy who recognizes strength where we have it, but 
who also is able and quick to exploit our weakness. In our whole security program 
for the defense of the Nation there ean be little doubt that the homeland is the 
soft spot, wide open to destruction. 

Our Nation’s civil defense program is based on the principles of self-protection 
and mutual aid by individuals, groups, industries, communities, States, and the 
Nation. States carry out the program through volunteer workers supervised by 
full-time staffs. FCDA assists States by matching their appropriations for essential 
facilities, equipment, and supplies, by giving technical advice and training, and by 
providing public education programs. 

Civil defense, like our Government, must be of the people, by the people, and 
for the people. Basically, civil defense is self-defense 

History of our great country shows that the American people are not cowards 
or quitters * * * regardless of the problems which face them * * * if they have 
an understanding of these problems and are advised as to possible solutions, 

The principal problem facing us today is survival. We are facing a relentless 
enemy bent on world domination. The first and announced axiom of the Com- 

unists is that any means justifies the end. 

Hind \s the result of recent atomic and hydrogen bomb tests and the World War II 

ae ‘perience of other nations, our civil defense officials have a pretty thorough under- 

os standing of the dangers which we face and measures which can be taken for 
irvival, 

While this information is well known to the officials, funds must be provided 
or an intensive educational program to bring this information to the individual 
itizens. The average citizen has not been sufficiently impressed with the relation- 
ship the vulnerability to enemy attack bears to his family, home, and community. 
The FCDA must correet this by providing up-to-date information to the people 
as to the possibility of attack, enemy capabilities, and the status of our air and 
‘ivil defense organizations. 

ted The individual and the family unit must be instructed into learning and putting 
ye into practice the elementary safeguards for self-preservat ion under enemy attack, 
ual his can be done only by a tremendous expansion of the existing program which 
the would provide simple instructions in self-protection. ; 

Adequate funds should also be provided for the reeruitment and training of 
civil defense workers and the preparation of technical training aids for these 
at ly groups. Likewise, understanding help must be given to the need for stockpiling 
of necessary medical supplies and engineering services. 

Civil defense is everybody’s job, but the burden of decision lies initially with 
your committee, which, in its considered judgment will determine how much this 
job will cost this year. Civil defense is one of the principal programs of the Ameri- 
can Legion, for we realize its importance to the lives of our citizens and the future 
of this great Nation. 
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NATIONAL Security TRAINING COMMISSION 


RESTORATION OF APPROPRIATION 


Mr. Kennepy. I have another request, Mr. Chairman, also having 
to do with H. R. 5240. As vou know, when the budget came out the 
White House had a provision in there for a budget of $55,000 for the 
National Security Training Commission. The House saw fit to | 
knock it out. 

You also know that the bill H. R. 2577 was under debate this wee 

In our opinion it was going to go through until they ran into troub| 
on the so-called segregation issue. 

What is going to happen now is anybody’s guess. 

We do urge in our statement that you do restore the requested 
appropriation of $55,000, because we feel that if it does get over in 
the Senate from the past record of the Senate it has a reasonab| 
chance of passage. 

I don’t see how the House ean get it through now in the remaining | 
5 weeks before the current fiscal vear expires, so we do request your | 
consideration. 

PREPARED STATEMENT ) 


Senator MaGnuson. I presume Mr. Ridley’s statement sori of 

supports the testimony of Mr. Warren Atherton in this matter. 1 
Mr. KEeNNEpy. Yes, he is one of the members of the Commissio! 
(The statement referred to follows:) 


STATEMENT OF GRANVILLE S. Ripu“y, CHAIRMAN NATIONAL Security TRAt 
CommitTres“, THe AM*=RICAN L»GIon 


Mr. Chairman and members of the subcommittee, the American Legion a 
preciates the opportunity vou have granted to state our position in suppor ; 
the budget for continuance of the National Security Training Commission dir 
the fiseal vear 1956 

The American Lesion is interested in preserving the “Vational Security ' 
Commission in an active, useful status. Oo ageneyv, commission, or other 
ization can be active and useful without funds with which to operate. W1 ¢ 
agency, commission, or organization is established by law it follows logics } 
that funds for its efficient and economical operation should be provided : 

The National Security Training Comiission was created by Public Lat , 
approved June 19, 1951. The law provides that it shall be composed of 5 inv 
3 of whom shall be civilians, and 2 of whom shall be active or retired 
of the regular components of the Armed Forces. Of the 3 civilian member 
more than 2 shall be of the same political party. [ts members shall be appo : 
by the President, by and with the advice of the Senate, from among perso ; 
outstanding national reputation. Thus it will be seen that the Congres 
creating this Commission, insofar as is hiimanly possible, established a nonpolitir “ 
body of outstanding citizens predominantly civilian, but containing merniber } 
with military knowledge and experience. Q 

Looking toward the establishment of a training program for the vouth of 4 
Nation under 19 vears of age, this Commission was established for the we 
purposes of supervising the training of individuals of much less than the ave ] 
age of the Armed Forces by guarding the moral and spiritual welfare of s 
individuals, by taking into consideration their age and inexperience in enfort 
the Code of Military Justice and by reporting directly to the President of | 
United States and to the Conzress upon the conduct of such a training pro 
by the Armed Forces. The exercise of these functions by the ational Securit oi 


Training Commission is just as necessary today as when Publie Law 5! 
enacted. 

This Commission was further directed by said law to report upon the necessit 
for such a youth training program and on December 14, 1953, it made a compr 
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hensive and illuminating report upon the need for such a program. This report 
is an extremely exhaustive study. It will go down in history as one of the great 
documents relating to the security and defense of our Nation. The report covers 
159 printed pages and shows that the Commission conferred with and obtained 
facts from the Department of Agriculture, the Department of Commerce, the 
Department of Defense, the Department of the Army, the Department of the 
Navy, the Department of Health, the Department of Labor, the Office of 
Defense Mobilization, and 47 other subordinate bureaus, departments, and offices 
of these. 

In addition, it heard evidence from scores of witnesses, evaluated these reports 
and evidence, and based its report upon existing law and the facts thus ascer- 
tained. It is astounding that the Commission could have done this work upon 
the small appropriation heretofore provided. In doing this work and carrying 
on its other assignments, the Commission has certainly operated efficiently and 
economically. 

Extensive hearings were conducted by the Brooks subcommittee of the House 
{Armed Services Committee during February, March, and April 1955. upon bills 
whose objectives are the placing of more reliance upon the Reserves for manpower 
strength than upon the Regular Establishment. 

In the bills considered by the Brooks subcommittee, provision is made for a 
brief youth training program and then transfer of the trainees to a Reserve 
component for some obligated period of service therein. Such a program in any 
form in which it may be finally adopted by the Congress is new and the funce- 
tions of the National Security Training Commission in guarding the health, 
safety, and welfare of the trainees and reporting thereupon, and upon such a 
program, directly to the Congress and to the President, become very important, 
to say nothing of any other functions that may be assigned to the Commission. 

We of the American Legion cannot too strongly emphasize to you our thinking 
that a report from such an outstanding civilian-controlled Commission, that 
does not pass through the regular channels of the Department of Defense, but 
which comes directly to the Congress and to the President, would be of inesti- 
mable value. 

As a result of the hearings held by the Brooks subcommittee of the House 
Armed Services Committee, Congressman Overton Brooks introduced H. R. 
5297 under date of March 29, 1955. This bill represented the thinking of the 
majority of the subcommittee, and was reported by the full House Armed Services 
Committee under date of April 28, 1955. The bill contains the following pro- 
vision (sec. 3, pp. 6-7), with reference to the National Security Training Com- 
mission: 

“The National Security Training Commission shall act in an advisory capacity 
to the Secretary of Defense and the President, as Commander in Chief, with 
respect to the welfare of persons while serving on active duty for training for 
6 months under this subsection. The National Security Training Commission 
shall report with respect to the welfare of such persons annually to the Congress. 
The advice and reports rendered by the National Security Training Commission 
pursuant to this section shall be with reference to the welfare of the persons 
involved and not with respect to the military training required.”’ 

The National Security Training Commission submitted a proposed budget 
for the fiscal year 1956 in the sum of $55,000, the same amount as its current 
budget. Such a sum was approved by the Bureau of the Budget. However, 
the House Appropriations Committee eliminated said item from the independent 
offices appropriation bill for the fises! year 1956 (H. R. 5240) upon the alleged 
ground that Congress has not approved propos™'s for such training. The bill 
H. R. 5240 passed the House on March 30, 1955, well before the full House Armed 
Services Committee began consideration of the bill H. R. 5297 reconsnended by 
the Brooks subeommittee. 

The House debated the aforesaid bill, H. R. 5297, on May 17, 18, and 19, 1955. 
Indications were that the bill would pass, until the Members became invoived in 
heated debate over an amendment that would bar assignment of men subject to 
the Military Reserve bill to National Guard or Reserve units which practice 
segregation. 

After extended discussion of the amendment, further consideration of the bill 
was temporarily postponed on May 19, 1955. 

We respectfully submit there is every reason to believe the present difficulties 
will be ironed out and that the House will pass H. R. 5297, or a similar bill calling 
for a strong Reserve, and retaining the functions of the National Security Train- 
ing Commission. It is interesting to note from a reading of the record of the 
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debate that not a single objection was made on the floor to the retention of the 
National Security Training Commission in said bill. 

While it is true that no hearings on this Reserve legislation have been held by 
the Senate Armed Services Committee, based upon the record of the Senate in 
the past, and relying upon a survey we recently made of many of the Members of 
the Senate, we feel confident the Senate will approve legislation calling for strong 
Reserve forces and the continuation of the National Sect urity Training Commis 
sion. 

We respectfully submit the National Security Training Commission should be 
permitted to continue its work through the appropriation of reasonable sums of 
money until this issue has finally been resolved by the Congress of the United 
States. 

The annual budget of the National Security Training Commission for the years 
1954 and 1955 was $55,000, a most modest sum, On behalf of the 3 million mem- 
bers of the American Legion and the | million members of the American Legion 
Auxiliary, we respectfully request this honorable subcommittee to restore and 
approve the sum of $55,000 as the budget for the National Secuirty Training 
Commission for the fiscal year 1956. 

Mr. Kennepy. Gentlemen, we thank you for this opportunity to 
appear before you. 

Senator Magnuson. Mr. Foster is here, of Disabled Veterans. 

[ understand you want to also briefly discuss the National Security 
Training Commission. 


STATEMENT OF CHARLES E. FOSTER, ASSISTANT DIRECTOR OF 
LEGISLATION FOR DISABLED AMERICAN VETERANS 


NATIONAL SECURITY TRAINING COMMISSION FUNDS 


Mr. Foster. Yes. My name is Foster. I am pinch-hitting for 
Mr. Clark. 

My name is Charles E. Foster, director of legislation for Disabled 
American Veterans. 

| want to just say a few words in support of the request to restore 
the $55,000 left out of the budget for the National Security Training 
Commission. 

The National Security Training Commission, | am sure you and 

Senator Potter are familiar with the fine work the ‘y have done. It 
was established by Congress. They maintain a very small staff, but 
a very experienced staff. 

I think the staff consists of exactly six people. The Bureau of the 
Budget ————— for fiscal year 1956 the same amount they had 
for fiscal 1955, $55,000. 

On the iat of the House it was knocked out. We would like this 
committee to restore that. 

I feel quite certain that the statement that Miles Kennedy made to 
you, Senator, that H. R. 5297 will pass, is correct, and if it does this 
committee will have to continue to serve a very vital function in 
connection with national defense matters and an adequate Reserve 
to see that we do have an adequate defense in this country. 

That is about all I want to say, except thank you, Senator. 

Senator Maanuson. I think the committee is very sympathetic 
to what it is intended that this Commission should do, but, of course, 
we did not want to be appropriating money to a Commission that 
had no function. 

But there was testimony to the effect that even if the bill is not 
passed that they still are doing a certain amount of work on the Reserve 
program and related programs that are now in existence. 
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Mr. Foster. That is correct, sir. 
Thank you very much. 
Senator Magnuson. Thank you for coming. 


COMMUNICATIONS 


Other letters relating to the Veterans’ Administration will be placed 
in the record. 

(The letters referred to follow:) 

May 13. 1958. 
Hon. WARREN G. MaGNuson, 
United States Senate, 
Washington, D. C. 

DreaR SENATOR MaGnuson: During the recent Senate subcommittee hearings 
on the independent offices appropriation bill under which the Veterans’ Adminis- 
tration operates, you brought up the subject of restrictive language in the bill 
relating to the Information Service. 

It was not brought out at the hearing but the Director of Information has 
pointed out an instance where the restrictive language caused an incident which, 
I believe you will agree, went far afield the scope of the congressional intent. 

At the start of fiscal 1955 one of our information specialists became ill. He 
remained on the sick list from August 18, 1954, until March 31, 1955, when he 
was retired for physical disability. 

During that period of 8 months Information Service was without a representa- 
tive covering Pennsylvania, Delaware, and Ohio because, under the restrictive 
language of the fiscal 1955 bill, we were limited to ‘““No more than 20 persons 
* * *) 

No interim employee could be used otherwise Information Service would have 
had 21 employees, the sick employee still being on the payroll. 

I thought vou might like to know of this incident. 

Sincerely yours, 
Harvey V. Hiaiey, Administrator. 


WESTERN ASSOCIATION OF COLLEGE AND 
University Business OFFic ERs, 
May 11, 1956. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

DEAR Sir: During the session of the 17th annua! meeting of the Western Asso- 
ciation of the College and University Business Officers held recently in Tuscon, 
Ariz., action was taken urging Members of Congress responsible for veterans’ 
legislation to restore to $1.50 the monthly reimbursement to colleges and uni- 
versities for costs incurred in reporting on veterans enrolled under Publie Law 550. 
The resolution as adopted reads as follows: 

‘Resolved, That in order that the member institutions may avoid absorbing part 
of the cost of securing the necessary information and reporting the attendance of 
veterans enrolled under the provisions of Publie Law 550, the Government be 
urged to increase the compensation for reporting to not less than $1.50 for each 
report.” 

I am communicating the action to you as chairman of the Subcommittee on 
Independent Offices of the Senate Committee on Appropriations. 

Since the above action was taken, I have been furnished with data covering 
such costs by four of the largest Universities on the west coast. The data I have 
received from the offices of the vice president of the University of California and 
from the comptroller of the University of Washington show that such costs equal 
or exceed $1.50 per veteran per month. The University of California estimates a 
cost of $1.44 per veteran per month. The University of Washington has given 
me a complete analysis of their costs and I am including a copy of this analysis 
with this letter as I feel that it is more typical of the majority of the institutions 
in our association. 

The data from Stanford University and from the University of Sou‘hern 
California is not as conclusive as that shown above, which may be partly explained 
by the fact that monthly certifications of attendance on the part of members of 
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the faculty do not appear to be @ part of the procedures used at the latter ty 
institutions to carry out the provisions of Public Law 550. I should point out 
that any variance in procedures in our several institutions are with the full! 
knowledge and consent of the various regional directors in the Veterans’ 
Administration. 

I sincerely hope that vou and the members of the subcommittee after careful 
consideration of the matter will see fit to withhold any rider to the independent 
offices appropriation bill which would abridge existing provisions of the law which 
at present specifies $1.50. 

Thank you for the courtesy of reading this rather long message. 

Very truly vours, 
GERARD Banks, President. 


University of Washington, cost of administration for Korean veterans 
Cost: 
Veterans’ office: 
Annual salaries and wages expense ; $14, 310 
Percent chargeable to Korean veterans ; 0. 75 


Annual operations expense $3, 120 
Percent chargeable to Korean veterans 0. 20 


Registrar’s office: 15 percent of 1 employee’s time ($3,000 0.15) 
Faculty time: For certifying attendance and taking roll call, 621 
hours per month, at $3.65 per hour for 9 months 


Total annual cost 
Income at $1 per month: 
Korean veterans: 
Autumn quarter 1954__ 2, 006 
Winter quarter 1955 291 


9 
Spring quarter 1955 2, 242 


Total 3 quarters___ 6, 539 at $3 per quarter 
Cost exceeds income by 
Income, at $1.50 per month: 6,539 veterans at $4.50 per quarter 


Costs would exceed income by 


Senator Maagnuson. Now, | am going to file the statements of 
Mr. George D. Riley, who is a member of the national legislative 
committee of the AFL. 

That is on civil defense. 

Also one on ICC. 

Without objection, they will go into the record at this point, in full. 

(The statements referred to follow: ) 


FeperRAL Crvin DeFreNsE ADMINISTRATION 
STATEMENT OF GEORGE D. RitEy, MEMBER, NATIONAL LEGISLATIVE CoM 
MITTEE, AMERICAN FEDERATION OF LABOR 


The American Federation of Labor believes that our citizens are entitled to be 
prepared without further delay for any eventuality rather than eventually to be 
prepared. 

iwvery day new wernings based upon new international intelligence reports 
that the cold war is getting hotter by the week and while the Federal Government 
has made its responsibility to control atomic energy, their atomic and hydrogen 
bomb explosions, we will see the tendency to make it the responsibility of the 
American people themselves and local communities in establishing avenues ot! 
egress and refuge from the same kind of bombs which we now are convinced like- 
wise are in the hands of our potential enemies. 

What we would like to have and not eventually is a great deal more attention 
and appropriation given to the cause of civil defense particularly now with dis- 
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closure of the extreme potency of the hydrogen fallout which seems still to be a 
mystery to our populous on ways to combat contamination. 

With the steady increase in estimated expanse of devastation from various 
tvpes of bombs and anticipated numbers of casualties being reported almost every 
week, the American Federation of Labor frankly is even more concerned over how 
well we are being prepared against the visualized national disasters with the 
first blast. 

The Appropriations Committee has been splendid for several years in giving the 
\. F. of L. an audience on this extremely vital subject. We know that the cost of 
defense through the Armed Forces of some $50 billion annually runs out to about 
$200 per individual. We hope the Federal Government will provide the full 
coordination on the civil-defense side in full recognition of the first sentence in the 
text of the Constitution which would “provide for the common defense, ete.”’ 

We say this wholly in a constructive way. Frankly, we are confused over the 
recurring announcements which now have climaxed in the forecast that an area the 
size of New Jersey will be affected by a single bomb and that the greatest intensity 
will be felt for a radius equal to the distance from this Capitol to Arlington, Va. 

I think it is generally realized that the members of the American Federation of 
Labor have far more than an ordinary stake in civil defense. Aside from the 
primary interest in survival, we are the ones with the know-how in maintaining 
the avenues of communications and transport, fuel, water, sanitation and all the 
facilities which must be established and reestablished come what may, as well as 
the building and the rebuilding whenever and wherever. 

The plan to establish a rotating program for medical supplies in cooperation 
with Foreign Operations Administration on items which can deteriorate has our 
wholehearted support, as does the following program: 

1. Civil defense planning. 

Research 

Civil defense educational services. 
. Operations control services. 
». Technical advisory services. 


Naturally, we want to see enough available to open and maintain a sufficient 
number of field and regional offices for executive direction and general adminis- 
tration. It is interesting to note that in the above first two, an increase has been 
included for 1956 but, in line with the Administrator’s statements in the past he 
will economize wherever possible and that for general administrative purposes, 
the 1956 funds are less than estimated for 1955. 

The overall GS rating for the agency is estimated at GS—9.1 as contrasted with 
GS-9.2 for fiscal year 1955, while the estimated personnel strength is 728 as against 
809. We commend the increase of $1,600,000 for ‘Operations and personnel 
services’ as a modest increase. 

Last vear’s appropriation for Federal contributions of 12 million now would go 
to 12.4 Knowing how the equipment obtrinable under this program can be 
ised in the immediate communities, this item should have special interest. We 
regard this figure as rockbottom. We are especially pleased to note the increase 
for emergency supplies and equipment from 26 million to 35.3 million. 

We are interested in seeing created the proposed Joint Committee in Congress 
on Civil Defense and regard this plan as sound even as there is a Joint Committee 
on Atomic Energy. This will be an important forward step in settling what now 
appears to be considerable confusion where the civilian population actually 
stands in event of war. 

We further have a question whether the budget now is large enough in view of 
the recently disclosed fallout and evacuation philosophy for civilians. In connee- 
tion with evacuation, I definitely see the value in projects leading to a national 
network of new highways; and, for this and other reasons, have supported the 
legislation before the Legislative Committee. If there is to be evacuation and 
this is now the announced first step in emergencies, certainly highways will be of 
the cssence. 

li the last several years, we have felt on the part of the administration there 
has been more lipservice paid to the vital cause of Civil Defense than actual 
serious ‘attention. In this connection, it appears to us that exiling the Civil 
Defense Central Office from Washington to Battle Creek has created a distinct 
disadvantage. Surely if the Department of Defense must remain in Washington, 
ts civilian counterpart should remain here, inasmuch as the cost of travel and 
communications must have increased as a result of having to make the move. 

This year, delegation of authority by Civil Defense to other Government 
agencies will necessitate the latter coming to your committee for appropriations. 
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The Department of Labor, the Public Health Service, and other branches have 
been delegated important functions including educational features. 

These we heartily endorse and hope your own subcommittee will be as generous 
as pcssible in recognizing their functions as essential. 

We have been interested in civil defense since its inception. Our interest 
increased about a year ago when the FCDA formed a labor advisory committee 
to consult on the part organized labor would play in civil defense. The idea has 
been taken up on the floor of our national conventions, and we have resolved to 
do all we can to assist the civil-defense program at the national, State, and local] 
levels. 

Therefore, we feel it is appropriate that we appear here in support of civil- 
defense appropriations. As you know, the majority of our members are con- 
centrated in our great industrial centers. They are, therefore, most liable to 
attack by enemy planes in the event of another war, In addition to safeguarding 
the lives of our people, we are also interested in safeguarding America’s ability to 
produce the materials we need. You gentlemen realize the loss of years of ex- 
perience that would occur if a shop filled with skilled journeymen were suddenly 
destroyed. Think of the years it would take to train new people. With a skilled 
mechanie would ge, if you will, 20 years of know-how—experience we would sorely 
need in time of war. 

Labor fully supports civil defense, not cnly at the organization level, but as 
individuals. We and our families, in addition to our normal duties, have become 
members of civil defense in our home communities. We further believe that 
there is a continuing threat to America, regardless of pending peace treaties, or 
periods of doubtful peace. As long as we need the military, civil defense will be a 
must. In the event of war, we must be prepared to minimize, to the greatest 
extent possible, the danger to our people and our industries. We believe that our 
production capabilities, the skills that make them possible, and the welfare of our 
people depend directly on an adequate civil defense. We expect you, who are our 
elected representatives, to supply the leadership, national vision, and financial 
support necessary to build up the Federal Civil Defense Administration to a point 
where it can fulfill its responsibilities which you, the Congress, have assigned. 

As you ean see, it is not without reason that American labor has long taken th: 
keenest interest in the development of an adeauate ci.il defense program. The 
H-bomb has sharpened that interest, and added a new element of gra. e concert 
I think you will agree that our concern is justified. No one pretends today that 
our civil defense in being is adequate, or anywhere near adequate, to cope wit} 
the new dangers we now face as a people and a nation. 

I can speak with authority on the adequaey of civil defense because the Labor 
Ad. isory Committee of the Federal Civil Defense Administration has been active 
in its support for over 3 years, now. Our Advisory Committee is composed of 
5 members of the American Federation of Labor, 5 members from the Congress of 
Industrial Organizations, and 2 members from the Railroad Group. Thes 
representatives of 16 million members of organized labor have regularly taker 
part in civil-defense planning on the national, State, and local level. They know 
what the Federal Civil Defense Administration has got to work with by way of 
money and manpower—and they know what the agency hasn’t got, which may 
be more important at this time. 

It takes much longer to train a skilled workman, gentlemen. In some Cases, 
it takes vears of exacting experience to turn out the kind of men this country needs 
to operate high-speed production machinery. A skilled workinan cannot be re- 
placed or repaired with speed and dispatch. If those men are lost, at a time 
when the country needs them most, we are not going to be able to fill their places 
in a matter of a few days, or a few months—and our defense production will 
suffer accordingly. Our labor members realize that this is the era of the calculated 
risk. There can be no assurance of complete safety for any individual, or any 
family, or any plant community anywhere. We recognize that risk, and we accept 
it, as all other Americans are ready to do in time of national peril. 

In closing, may I repeat that labor generally is supporting civil defense not only 
through our organizations but as individuals. We do not believe that we can 
afford to wait until after a war starts to organize the plan for civil defense. 

We are giving our skill and our knowledge and our time to help make America 
strong now, both at home and abroad. 
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INTERSTATE COMMERCE COMMISSION 


SrATEMENT OF GrorGE D. Ritey, Memper, NATIONAL LEGISLATIVE COoMMIT- 
TEE, AMERICAN FEDERATION OF LABOR, ON HouSE PROVISIONS IN INDEPEND- 
ENT OFFICES SupPLY Britt To Merce Locomotive INSPECTION AND RAILROAD 
SAFETY IN INTERSTATE COMMERCE COMMISSION 


The plan of the Interstate Commerce Commission to merge, without benefit 
of action by the legislative committees, the work performed by the Interstate 
Commerce Commission in the field of locomotive inspection and railroad safety 
has become a familiar one. 

This time, as in 1954, we are asking that this provision be stricken from the bill 
at the time you report this appropriation measure to the floor, just as was done 
iast vear and until such time as the Committee on Interstate and Foreign Com- 
merce sees fit to take the basic action, if in deed it so chooses. 

We believe that such changes should be made through the committee which has 
the basie act in charge. We cannot think that your committee will want to 
proceed on the basis of a rider. We thank this committee for having agreed with 
our position last year. 

In our view, this proposal will not be approved by the Interstate and Foreign 
Commerce Committee and apparently the ICC agrees that this is true which is 
why it continues to come back to you in the hope that you will do for them what 
they cannot get done elsewhere. 

Part of this discussion gravitates around a desire to fill the job of Director of 
the Bureau of Safety and Service. The Committee on Interstate and Foreign 
Commerce has not acted favorably upon this nomination. 

In brief, we ask that you withhold favorable action upon what the House has 
done in its efforts to commingle the appropriations for the two funetions—locomo- 
tive inspection and railroad safety. 

We do not believe the Congress wants to endorse any plan which will deaccent 
the empahsis placed upon these two operations by throwing their moneys in 
together. 


Senator MaGnuson. Mr. Johnson, we will be glad to hear from 
you at this time. 
You are going to discuss an ICC matter, I understand. 


ORDER OF RAILWAY CONDUCTORS 


STATEMENT OF W. D. JOHNSON, VICE PRESIDENT, NATIONAL 
LEGISLATIVE REPRESENTATIVE 


GENERAL STATEMENT 


Mr. Jounson. That is right. 

Senator Magnuson. We will be glad to hear your statement. 

Mr. Jonnson. My statement is rather short. I would like to put 
in a little extra, if 1 may. 

My name is W. D. Johnson. I am vice president, national legisla- 
tive representative of the Order of Railway Conductors and Brake- 
men. Ireside in Washington, D. C., and maintain an office at No. 10 
Independence Avenue SW. The headquarters of the Order of Rail- 
way Conductors and Brakemen is located at Cedar Rapids, Iowa. 

lL am appearing before your committee in support of adequate appro- 
priations for the Bureau of Locomotive Inspection and the Bureau of 
Safety, Interstate Commerce Commission, and in doing so, I am 
authorized to speak for Mr. Lawrence B. Byrnes, assistant grand 
chief of the Bortherhood of Locomotive Engineers; 

Mr. A. M. Lampley, vice president of the Bortherhood of Loco- 
motive Firemen and Enginemen; 
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And Mr. Harry See, national legislative representative of the 
Brotherhood of Railroad Trainmen. 

These gentlemen all maintain offices in the city of Washington at 
No. 10 Independence Avenue SW. 


OPPOSITION TO CONSOLIDATION OF APPROPRIATION ITEMS 


We wish to urze this committee to make separate appropriations for 
the Bureau of Locomotive Inspection and the Bureau of Safety as has 
been done since the Bureau of Locomotive Inspection was created in 
1911. 

We are opposed to the manner in which this matter was handled in 
the independent offices appropriation bill, H. R. 5240, which passed 
the House March 30, 1955. 

I quote from page 22 of this bill: 

$1,684,000 shall be available for expenses necessary to carry out railroad safet 
and locomotive inspection work. 

In explanation of this item, the House Report No. 304, on this bill, 
page 12, states: 

The committee believes that if railroad safety and locomotive inspection activi- 
ties can be consolidated administratively, the Commission can do its job more 
efficiently and the amount of inspection that can be done will be increased with thu 
same amount of money. 

The report of the Interstate Commerce Commission for 1954 states 
that one of their aims is to secure legislation which would permit them 
to consolidate the Bureau of Locomotive Inspection and the Bureau of 
Safety. 

However, no such legislation has been introduced in the present 
Congress. Such a bill was introduced in the 83d Congress, but failed 
of passage. 

It. is our view that if these two Bureaus are to be consolidated, that 
legislation to accomplish that purpose should be passed by Congress. 
Certainly, an appropriation bill is not the proper place to bring about 
a change in the law which has not been approved in the regular way 
through legislation. 

The appropriation made by the House is inadequate if the activities 
of these two Bureaus are to continue to function as intended by Con- 
gress. 

Therefore, in order to prevent an attempt to do indirectly something 
which cannot be done directly, we urge that these two appropriations 
be made separately, as the Senate did last year. 

Mr. Chairman and members of the committee, based on our many 
years’ experience in train and engine service, we feel that we know 
something about the hazards in connection with train operations and 
the great need for the highest degree of safety possible for the traveling 
public and the railroad employees involved. 

We, therefore, most respectfully urge this committee to provide 
separate and adequate appropriations for the Bureau of Locomotive 
Inspection and the Bureau of Safety, thereby permitting them to 
function as separate safety bureaus and maintain their efficiency which 
is essentially necessary under present-day, high-speed railroad 
operation. 

Now, Mr. Chairman, that concludes my prepared statement. 
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However, due to the fact that some statements have been made for 
the record dealing with consolidation and the appropriations asked 
for, I respectfully request that I be permitted to proceed a little 
further and read into the record some evidence that supports our 
position with respect to these two bureaus. 

In our judgment, Mr. Chairman and Senator Potter, this is a very 
important work. We have no desire whatsoever to waste Federal 
funds. However, under present-day train operations, we feel it is 
our duty to ask the Congress to appropriate adequate funds to properly 
carry on the work that Congress intended to be carried on when they 
enacted the first safety appliance act in March 1893, and the Bureau 
of Locomotive Inspection Act in 1911. 


HAZARDS OF TRAIN OPERATIONS 


It is only those who are engaged in train operations road service, 
that really understand all of the hazards in connection with train 
operations. 

When you board one of these passenger trains to return to your 
State or Senator Potter to his State, you board that train with the 
feeling that you are going to be safely transported to your destination 
and you have a right to expect that, and the employees in charge of 
that train have an obligation under a Federal law to do ever ything 
they possibly can to provide that safe transportation for you. 

Therefore, we feel if we are required to do things of that kind under 
a Federal law, by the same token we have a right to appeal to the 
Congress to surround us with every safety possible in the performance 
of our duties. 

Hence we are appearing before you to appeal that adequate appro- 
priations be provided. 

I believe it was Wednesday afternoon that Chairman Mitchell of 
the Interstate Commerce Commission made some reference to the 
responsibility of locomotive inspectors under present-day diesel oper- 
ations. I believe his statement in substance was that the responsibil- 
itv of these inspectors had been lessened since the coming in of diesel 
power. We cannot accept that statement. 


EXCERPT FROM ICC REPORT 


Therefore, in support of our exception to the statement he made, I 
would like to read from the 67th Annual Report of the Interstate Com- 
merce Commission for the year 1953. 1 quote from page 80, caption; 
“Railroad safety and locomotive inspection”’ 


The primary purpose of the laws administered through our Bureau of Safety 
and Locomotive Inspection is to promote the safety of the employees and travelers 
on railroads. Notwithstanding the fact that the workload of these two Bureaus 
has been materially increased because of recent developments in railroad equip- 
ment, notably diesel electronic locomotives, streamlines and other designs of rail- 
road cars, and numerous installations and extensive modifications of railroad sig- 
naling, this safety work has been curtailed because of increased travel cost and 
other administrative expenses upon the use of funds appropriated for these pur- 
poses, 

The Railroad safety appropriation for the fiscal year 1952 was $1,037,000. The 
1953 appropriation is $974,500. To conform to these limitations 7 existing and 
prospective vacancies in our Bureau of Safety cannot be filled during the current 
fiscal year, a reduction to 103 from our authorized force of 130. In the Bureau 
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of Locomotive Inspection the appropriation for the fiscal year 1952 was $747,100 
The 1954 appropriation is $709,500. Ten existing vacancies in our Bureau of 
Locomotive Inspection cannot be filled during the current fiscal year, a reduction 
to 102 from the statutory and authorized force ot 112. 

Safety work such as that carried on by these Bureaus cannot be deferred. If 
curtailed some of the intended benefits are lost for the time being. If inspections 
and investigations cannot be made currently, unlawful or unsafe conditions may 
continue without direction or correction, and the protection to railroad passengers 
and employees which is intended to be provided by these laws, is not obtained, 
There can be no backlog in safety work of this nature. 

A grave problem faces the Bureau of Locomotive Inspection and Safety in the 
recruitment of skilled inspectors. Because of the increase in the salaries of these 
men now employed by the railroads who have the desired experience, the current 
salary of our inspection force is not sufficient to attract them to our service. 


That is the end of that quote. 

In further support of our contention with respect to locomotive 
inspectors, I would like to read from page 12 of the 41st Annual 
Report of the Director, Bureau of Locomotive Inspection for the 
fiscal year ending in 1952. I quote from page 12, identified as 
“Recommendation”: 

In recent years there has been a revolutionary change in railroad locomotive 
power from steam locomotives to diesel-electric locomotives. This transition 
will probably continue. Present general use of the two types of locomotives has 
increased the responsioility placed upon our inspectors and requires that incum- 
bents and candidates for positions of inspector of locomotives be men of wider 
experience and training than was formerly required. The increase in salaries 
and improvements in working conditions of men employed in positions on rail- 
roads, duties of which provide qualifying experience required of applicants for 
the positions of inspector of locomotives, have caused difficulty in obtaining 
replacement for inspectors who retire or leave the service. 

Our inspectors must be men of good moral character and habits, active, intel- 
ligent and discreet, of good speech and manner, and qualified to address and 
confer with railroad officers as the occasion may require. 

They must have extensive background of experience and training and a wide 
general and technical knowledge of construction, repair, and operation of steam 
and diesel-electric locomotives, as well as electric locomotives and locomotives 
propelled by other types of self-contained power and appurtenances thereto. 

They are clothed with wide authority and therefore must be men of mature 
experience and capable of exercising sound administrative judgment under 
greatly varied circumstances. 

They must be capable of discharging the duties of their position after a short 
period of orientation. In order to obtain and retain men of the caliber required, 
the salary of the position of inspector of locomotives should be commensurate 
with the required qualifications and the responsibilities imposed and should be 
comparable with salaries paid in the positions in which we necessarily recruit 
personnel. 

I therefore recommend that the position of inspector of locomotives be allocated 
to the next salary grade above that presently designated. 


[ would also like to read from the 24th Annual Report of the 
Director of Bureau of Locomotive Inspection, 1953, from page 12, 
identified ‘“Recommendation”’ 


In our annual report for fiscal year 1952 it was recommended that the position 
of inspector of locomotives, grade GS-11, be allocated to the next higher grade, 
GS-12. Because of greatly increased responsibility of these positions and the 
more stringent qualifications requirements resulting from the introduction of 
diesel-electric locomotives as sources of motive power, this transition has con- 
tinued to apply where only approximately 38 percent of all locomotives are now 
propelled by steam. 

I renew the recommendation that the position of inspector of locomotives be 
allocated to the next salary grade above that presently designated. 


rm 2 . , 
rhat is the end of the quote. 

Mr. Mitchell also made mention of the consolidation of the Bureau 
of Locomotive Inspection and the Bureau of Safety and I have here 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 511 


a copy of his speech that was made in Miami, Fla., in the early — 
of this year, and in deference to Mr. Mitchell I would like to leave 
copy of his statement as it was made before a convention of common 
carriers by motor vehicles. 

| have no desire to be unfair in picking out from his statement any 
portion to be made a part of this record. 

However, what I would like to read does pertain to consolidations 
which he thought in bis statement the other day would add to the 
ficiency of the Bureau of Locomotive Inspection and the Bureau of 
safety. 

And I quote from page 18 of Chairman Mitchell’s statement: 

There are those who believe the consolidation of many bureaus under one head 
n what is called a reorganization will promote efficiency and cut costs. My 
xperience has taught me that it does not. The larger the bureaus become, 
the harder it is to promote efficiency and the more expensive it is. It seems 
mpossible to find anyone who can operate a large group more efficiently than 
eparate bureaus under the conditions that exist in Government. 

Mr. Reporter, I will leave the statement with you. 

If they dee ide the ‘y want it included in fairness to Mr. Mitchell, 
[ request that it be done. 

As stated a moment ago, the Safety Appliance Act was enacted on 
\arch 2, 1893, amended April 1, 1896. The act was amended again 
n March 2, 1903, and made effective September 1, 1903. 

The act was amended 1910 and made effective March 1, 1911. 

The Commission issued their first orders covering power brakes 
ind safety appliances in 1911 pursuant to the authority granted by 
an act of Congress. 

As stated a moment ago, the Bureau of Locomotive Inspection Act 
was enacted in 1911. 

| have been in the game a long time, Mr. Chairman, and I do know 
rom experience that ‘the separate operation of these two Bureaus has 
eflected efficiency and they have increased their efficiency from the 
enactment date of those laws up to the present time. 

Therefore, in my judgment, as a practical railroad man, I fear 
that if they are consolidated it will reflect in the future efficiency of 
those two bureaus and may result in decreasing the safety so essential 
ind necessary at the present time. 

These inspectors both in the Bureau of Locomotive Inspection and 
n the Bureau of Safety, are experts in their respective fields. When 
‘hey go into terminals to inspect safety appliances their eyes are 
trained to look for the defects the same as the man who inspects 
the locomotive. 

And, for your information, there are only about four or five of the 
nen who are now serving as locomotive inspectors and safety appliance 
nspectors who are qualified to work in the two capacities. 

Therefore, if a consolidation of the two Bureaus is made it would 
equire additional training. 

| would like to give you a few figures. 


HOUSE ACTION 


The House appropriation for the Bureau of Locomotive Inspection, 
Bureau of Safety, was $1,684,000. 

[t is our position that if no increase is provided—we hope however, 
there will be—the amount should be allocated accordingly. The 


62275—55 
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Bureau of Locomotive Inspection, $709,500, and the Bureau o{ 
Safety, $947,500. 

In your consideration of this appropriation I would like to plac 
into the record for your ready reference and guidance the number of 
Bureau of Locomotive inspectors provided under the Bureau of 
Locomotive Inspection Act, is 65. However, at the present time, 
there are only 57 working and 1 of them will retire the last of this 
month. 

Their travel time is about 10 days per month and it should be not 
less than 18 days. 

The Bureau of Safety should be allowed 57 inspectors; only 51 are 
working as of this date. 

They are also allowed 10 days travel time, and it should be not less 
than 15 days. 

Hours of service inspectors, the maximum is 13. Twelve are nov 
working. Signal inspectors, 23 allowable under the law, and there are 
22 now working. 

I do not know, Mr. Chairman, whether you have ever serious], 
considered the conditions under which train and engine service em- 
ployees in the United States work; however, I would like to state for 
the record that these train and engine service employees are required 
to work on the longest moving object in the world. 


2-MILE LONG TRAINS 


We are operating trains on some railroads in the United States 
today—it is not a daily occurrence, but it does happen frequent] 
that are over 2 miles long. A train of that length consists of approxi- 
mately 220 cars of separate movable units. 

Those trains run 50 and 60 miles an hour. All times of the day 
and all times of the night, rainy weather, snow, and sleet, and/or 
whatever weather that may prevail at the time. 

There is no means of controlling the speed of that large moving 
object other than the airbrakes which are operated normally by th 
engineer. Of course, when there is a wreck the train line is separated 
then the brakes automatically apply and in many, many instances 
something serious happens. 

As I said in the beginning, all of the trains are not of that length, 
but they do operate freight trains day in and day out that consist of 
165 and 175 cars. 

To give you an idea how long a 175-car train would be the caboose 
would be where we are now and the diesel would be down to the 
Lincoln Memorial. 

So it is obviously unfair, in my judgment, to lessen in the slightest 
degree the inspection work that 1s absolutely required to properly 
supervise the safety appliances in connection with that many cars 


TOTAL INSPECTION POINTS 


For your information there are between 5,500 and 6,000 inspection 
points in the United States. That includes the large yards, the 
middle-sized yards, and transfer points to other railroads. The total 
number of inspectors allowable could not cover all those points i 
1 year. It would be an utter impossibility. 
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However, if they are provided proper funds for travel they can 
cover a lot of them each year. 

We all know that it is the policing of the Bureau of Locomotive 
Inspection Act and the Safety Appliance Act that makes them effective 
at all times. 

[ do not mean that anyone would deliberately take advantage of 
an opportunity and allow cars to leave a terminal, knowing that they 
were in bad order, but the old saying is very true, when the cats are 
away the mice sometimes play. 

I regret to say that there are passenger trains operated today on 
some railroads under certain conditions that are more than a quarter 
of a mile long. ‘That is quite a long passenger train. 

On each one of the passenger and freight cars there are approxi- 
mately 200 reportable defects in safety applianc es. 

The failure of any one of those appliances may result in personal 
injury or accident. 

Therefore, I say to you, every precaution possible should be taken 
to surround railroad employees in train and engine service and the 
traveling public on the present high-speed operations with every 
protection that is possible. 

Mr. Chairman, I never expect to work any more in active service. 
However, I am still deeply concerned. I spent the best part of my 
life in the game, and I really enjoyed it. I have seen many changes 
since I first started out as a brakeman. 


RECOMMENDED INCREASES 


I feel that this committee should recommend a very substantial in- 
crease in the amount that has been appropriated by the House for the 
Bureau of Locomotive Inspection and for the Bureau of Safety. 

The Bureau of Locomotive Inspection, $709,500, should be in- 
creased not less than fifty or sixty thousand dollars. 

And the amount allocated to the Bureau of Safety which is $947,500 
should be increased in a like amount. 

That money should be earmarked for the use of those two Bureaus. 
That will enable them to increase the number of inspectors—they are 
10 short now of the number allow able under the law—and the safety- 
appliance inspectors increased 7 or 8 and they be permitted to travel 
not less than 15 and 18 days a Bam 

In so doing, I believe it will reflect an increase in the efficiency of 
the two Bureaus. ; 

When you figure in dollars and cents there are approximately 
275,000 men engaged in railroad train and engine service, so when you 
ask for another one hundred or one hundred twenty thousand dollars, 
that is only about 33% cents per man per year, but when you apply 
that to the safety of the many millions that travel on the passenger 
trains in our country every year, it passes into absolute insignificance. 

We spend more than that for our Fish and Wildlife Service, I am 
sure, and it is perfectly all right; L have no objec tion to that. Weare 
sending millions and billions to forei ‘ign countries to help rehabilitate 
them and stabilize them and make them secure. 

So I think that another one hundred or one hundred fifty thousand 
dollars for the benefit of the men who are engaged in railroad work at 
the present time would be money well spent. 
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I say again I ask you with all sincerity to give this serious considera- 
tion and, if at all possible, increase the amounts that have been 
dlesignated for these two Bureaus and see that the amount is earmarked 
to carry on the work of these two Bureaus. 

Senator Porter. I must say you have given us a very fine persuasive 
and challenging statement in support of the items on w hich you are 
here today. I know we will get a lot of valuable information from the 
statement. 

Mr. Jounson. Thank you very much. 

Senator Maanuson. You have covered the subject quite clearly. 


COMMUNICATION 


I want to place in the record also a letter from the representative of 
the Brotherhood of Railway and Steamship Clerks, Freight Handlers, 
Express and Station Employees, Mr. Hartman Barber. 

(The letter referred to follows:) 


Wasnincron, D, C., May 6, 1955 
Ilon. WARREN G. MAGNUSON, 
Ch rman, Ind pe ndent O ffi “s Subcommittee App opreations Committee, 
United States Senate, Was} ngton I5. J). C 

DEAR SENATOR MAGNUSON: No doubt vou will reeall the controversy coneern- 
ne the appropriation of the Interstate Commeree Commission which arose out 
ITouse action last ear on H. R. 4668, Report No. 237, the House-passed bill 
in the 88d Congress The same controversy is continued in the 

passed bill, HW. R. 5240, Report No. 204 
There seems to | no question that the ICC is still intent upon merging the 
locomotive inspection work, maintained in a separate statute—the Locomotive 
nspection Act of 1911, with the other safety funetions of the 


Nreser H ’ 
present rouse- 


Commission 


I 
I 
During the 83d Congress, legislation to this effect, namely, S. 3059, was intro- 


duced to bring about such a change. This legislation never saw the light of day 
d to thy sien v opposition engendered bv it The pre sent proposal contained 
in H. R. 5240 differs but slightly from the House action of a vear ago A strong 
Bureau of Locomotive Inspection needs to be maintained separately as it has 
een since 1911, under a Director appointed by the President from among its 
s| illed force of 55 inspectors who. mV their Vears of ervice, experience and 
know-how are career men dedicated to their tasks 


sf 
l 


} 


Polities, as such, should have nothing to do with their empiovment, serviee, 
or promotion The functioning of the Burean of Locomotive [Inspection sine 
1911 is the best proof T can offer as to its successful operation {t is hoped that 
vou and vour colleagues on the committee will again reject the aetion of the 
House. The same reasons which impelled vour action of last vear are equally 
valid todav. Tt is with this thought that we renew our plea stated in 1954, that 
the appropriations of the [CC be allocated as heretofore under three 


separate 
headings: ‘General Expenses,” ‘Locomotive Inspection,’’? “Raily 


vay Safetv.’”’ 

it would be appreciated if vou would have this letter made a part of the Com 
mittee hearings 

Yours very respectfully, 
HARTMAN BARBER 
General Representative. Brotherhood of Railway and Steamship Clerks 
Freight Handlers, Express and Station. Employees 
ce: Members of the Committee. 


Mr. Jounson. I have Mr. Barber’s card and if you please, I would 
like to have following my statement that Mr. Barber suggested that 
I state for the record that he had read mv statement and that we 
have discussed this matter and he is in full accord with the statements 
I have made. 

I am grateful to you for the time and I hope some relief will be 
provided. 

Senator Maanuson. Now we will go from railroads to trucks. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 515 


Senator Porrer. Mr. Chairman, I am most apologetic. I am 
going to have to leave. I say to you, Mr. Pinkney, that I am sorry 
1 will not be here to listen to your statement. However, you can be 
sure I will read your statement in the record. I have a radio broadeast 
scheduled for 4 0’clock and I am a little late now. So if the Chairman 
will excuse me, | will go at this time. 

Senator Macnuson. Mr. Pinkney, you have a statement here 
which if you wish you may read, but it might save a lot of time of 
the chairman to highlight it and we will put the whole statement in 
the record. 


AMERICAN TRUCKING ASSOCIATIONS, INC. 


STATEMENT OF JAMES F. PINKNEY, GENERAL COUNSEL 
PREPARED STATEMENT 


Mr. Pinkney. I shall be glad to, Mr. Chairman. 
(The statement referred to follows:) 


STATEMENT OF JAMES F. PINKNEY, GENERAL COUNSEL, AMERICAN TRUCKING 
AssociaTIONs, INC. 


My name is James F. Pinkney. Iam general counsel of the American Trucking 
Associations, Inc., 1424 16th Street NW., Washington 6, D. C. The association 
represents all types of motor carriers of property within the United States. 


INTRODUCTION 


The purpose of my appearance before the committee today is to urge that the 
committee increase the appropriation for the Interstate Commerce Commission. 

In recent years the trucking industry has been gravely concerned about the 
inadequacy of the Commission’s resources. As the committee knows, the Com- 
mission is charged, by law, with regulation of major forms of transportation in 
the United States. We feel very strongly that the Commission, because of 
inadequate resources, has been unable properly to perform its duties. The 
executive committee of ATA at its last meeting adopted a resolution in this 
connection, the most pertinent parts of which read as follows: 

“Whereas enforcement of part II of the act by the Commission has deteriorated 
to a point that endangers the continued existence of a healthy motor carrier 
industry in the United States: Now, therefore, be it 

“Resolved, That the ATA staff be directed, and the State association staffs be 
urged, to make an all-out effort to persuade the Congress that the resources and 
structures of the ICC should be so bolstered and arranged that it will be possible 
for the Commission, through its Bureau of Motor Carriers, so to administer and 
enforce part II of the Interstate Commerce Act that present deficiencies can 
immediately be corrected.”’ 

BACKGROUND 


Fourteen years ago, the Bureau of Motor Carriers, which is the segment of the 
Interstate Commerce Commission which has the major responsibility for regula- 
tion of the trucking industry, had a total of 1,402 employees in its 10 sections and 
the field. Today, in spite of the fact that truck transportation has grown by leaps 
and bounds, the Bureau of Motor Carriers has only 785 employees, even counting 
the 220 transferred out of the Bureau but presumably still working, at least in 
part, on Bureau matters. The Commission today has less than 120 men in the 
field to handle investigations under, and enforcement of, the act applying to this 
vast industry. May I invite the attention of the committee to this chart which, 
we believe, shows the drastic changes which have taken place in the last 14 
years: 1941 was taken as the base year in this chart as the interstate trucking 
industry had at that time been under the jurisdiction of the ICC for 6 years so 
that regulation was fairly well stabilized and peacetime conditions prevailed. 

This startling reduction in the personnel in the Bureau has affected all of its 
functions; thus the personnel working on the enforcement of the act, granting of 
new operating authority, proceedings dealing with mergers, rates and tariffs, 
and safely have all been curtailed. As an example, this chart shows the relation- 
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ship of the personnel of the Commission working on motor carrier tariffs with the 
number of motor carrier tariffs filed each year since 1941. The field forces in all 
of these areas are only a fraction of their former strength. 

Twenty thousand trucking companies operate under certificates and permits 
issued by the Commission and additional thousands of owners and operators 
are subject to portions of the act (for example, the safety provisions). We sub- 
mit that governmental regulation of an industry of the size and economic im- 
portance of the trucking industry has not been, and cannot be, effective when this 
regulation is carried out by so pitifully small a staff. 


EFFECT ON THE MOTOR CARRIER INDUSTRY 


The erosion of the Commission’s resources, year after year, has had a very 
serious effect upon the motor carrier industry for reasons which I shall outline 
very briefly. 

First, it has meant that the growth and development of the industry has been 
hampered through a failure to obtain reasonably prompt action on matters on 
which Commission decisions are required prior to action by the industry. I refer 
specifically to such matters as extensions of operations, acquisitions and mergers 
of carriers, and the issuance of securities. A representative of the Commission in 
testifying before the House Appropriations Subcommittee several weeks ago said: 
“We are keeping fairly even with the éxception of our motor carrier casework,” 

Secondly, we feel that a very serious effect of the lack of Commission resources 
is that the number of violations of the act and of Commission regulations by un- 
authorized carriers have greatly mereased. In response to a question from a 
member of the House Appropriatjons Committee as to the reason for the lack of 
proper enforcement, Director Hamm recently said: “I think it is probably because 
that type of personnel has been lacking in the field. At one time, under the 
Motor Carrier Act, they had a good many more enforcement officers in the field, 
They have been dropped through the years and we would like to build up that 
staff.” 

In addition, and as a result of the inability of the Commission to police the 
situation, a great many unnecessary proceedings have been brought about whicl 
in turn result in a further drain on the Commission’s resources. Commissioner 
Freas, in the House appropriations hearings, in speaking of the shortage of tariff 
examiners and their inability to properly survey tariffs which are filed, said: 
“To the extent requirements of form are not observed there is ambiguity and un- 
certainty between carriers and shippers as to what the rate should be. This 
results in proceedings, both formal and informal, and accounts for many hours of 
work on the part of the Commission in resolving these issues.”’ 

Further, in our judgment, a great many of the legislative problems you gentle- 
men have had here on the Hill, in connection with transportation, have been the 
direct result of the failure of Congress to provide the Interstate Commerce Com- 
mission with sufficient money to do its job. I refer to such matters as the trip- 
lease bill and the so-called time-lag bill on which so much time was spent in the 
Senate at the last session. In the case of the time-lag bill, the entire controvers) 
in the Senate occurred because of the Commission’s inability to act quickly ii 
major rate proceedings. 

Finally, the continued reduction in the personnel of the Commission working on 
motor carrier safety matters has had a very adverse effect on the general problem 
of highway safety. May I direct the attention of the committee to this chart 
which shows the effectiveness of the Interstate Commerce Commission’s safety 
program. The ‘Before’ and ‘After’? columns of the chart speak for themselves. 
We feel that continuation of these activities is very much in the public interest and 
that an increase in the number of personnel engaged in this type of work is fully 
warranted. 

In citing the above effects of the lack of the Commission’s resources I have 
not attempted to prolong this testimony by giving detailed examples. 

I firmly believe that the above effects clearly indicate that the pinch on the 
Commission has resulted in false economy of the worst sort. The price of this 
false economy has been poor regulation of the trucking industry, and has affected 
the general public that uses transportation facilities and has been detrimental to 
highway safety. 

CURRENT PROPOSALS 


The personnel of the Interstate Commerce Commission are by no means un- 


aware of the situation which exists with respect to the enforcement of the Motor 
Carrier Act today. This vear the Commission requested that the Bureau of thi 
Budeet approve funds for additional personnel in this field. Specifically, the re- 
quest of the Commission to the Bureau of the Budget for the coming fiscal year 





h the 
in all 


rmits 
ators 
sub- 
> im- 
1 this 


very 
itline 


been 
nS On 
refer 
rgers 
on in 
said: 
wx.” 
urces 
y Uun- 
ym a 
ok of 
ause 

the 
field. 


that 


» the 
‘hicl 
oner 
ariff 
said: 
l un- 
This 


rs of 


ntle- 
| the 
‘ 

JOM- 
trip- 
| the 
ers) 
vy in 


g on 
ylem 
hart 
fety 
ives. 
and 
ully 


lave 


the 
this 
eted 
ul to 


INDEPENDENT OFFICES APPROPRIATIONS, 1956 517 


vas for 86 additional employees in the field of motor carrier regulation. That is, 
86 employees in adaition to those contained in the bill as it passed the House. 
The appropriation bill which passed the House contains authorization for only 26 
additional persons to work, at least in part, on motor carrier regulation. We feel 
that the slight increase which was allowed by the Bureau of the Budget and ap- 
proved in the House will only seratch the surface of the problem. The failure of 
the Bureau of the Budget to approve the verv modest request of the Commission 
for 27 safety inspectors or 29 tariff examiners, for example, demonstrates a com- 
lete lack of understanding of the gravity of the situation. In other areas of the 
Commission’s work resources are also inadequate. For example, the Suspension 
Board is undermanned. 
RECOMMENDATIONS 


The appropriation for the ICC for the coming fiscal vear as approved by the 
House is in the amount of $11,975,000 ‘ineluding $125,000 for activities of the 
Defense Transport Administration). The request of the Commission to the 
hureau of the Budget was in the amount of $12,470,000 (not including $135,000 
for DTA activ it ies). We feel VEry stronely . however, that these modest measures 

I! not suffice to cure the present situation. We feel that the slight personnel 
nerease authorized in the present appropriation is entirely inadequate. 

We therefore recommend that the committee restoce to the appropriation for the 
Interstate Commerce Commission, as an absolute minimum, the amount sought 
bv the Commission in its original request to the Bureau of the Budget for person- 
el. This would mean an increase over the amount now before the committee of 
+120,000. 

In addition, we urge the committee to approve additional funds for travel for 
Commission employees. An increase of personnel, particularly in the field, would 
be largely dissipated unless accompanied by an increased travel authorization. I 
again invite the attention of the committee to this chart which shows that the 
travel authorizations for the Bureau of Motor Carriers have been continually 
reduced even though the per diem allowances have been continually increased. 
This has meant less and less travel for the field force of the Commission with 
‘consequent deterioration in effective regulation. This chart indicates that the 
Kureau of Motor Carriers has a positive need for a substantially increased appro- 
priation for travel. This increase in travel authorization should not be limited 
specifically to, for example, safety inspectors but should be made available to the 
Bureau of Motor Carriers without restriction. 

We urge that the committee make these funds available to the Commission. 
Further, we recommend that the Congress specifically earmark this increased 
appropriation for regulation of the motor-carrier industry. In this connection, 
| might add that we feel that the problems brought on by a lack of money have 
also been aggravated by the tendency on the part of the Commission to merge 
the former work of the Bureau of Motor Carriers into that of the Commission 
venerally. We feel that there should be a separate Bureau of Motor Carriers 
within the Commission and we, therefore, feel that the committee and the Con- 
gress should earmark these additional funds for regulation of the motor-carrier 
industry through a separate Bureau of Motor Carrier structure. 

Let me say at this point that I am not up here at the request of the Interstate 
Commerce Commission. I am here by direction of and at the urgent request of 
members of the trucking industry of the United States. It is they who are being 
hurt by this situation as are other forms of transportation whose operations are 
affected by the lack of proper enforcement of the Motor Carrier Act. 

Although I am here today speaking for the trucking industry let me add that 
| just 2 weeks ago completed a 1-year term as president of the Practitioners 
\ssociation of the Interstate Commerce Commission. That association is an 
organization of more than 3.000 lawyers and practitioners who have been admitted 
to practice before the Commission. From my experience as president of that 
organization I can firmly say that the great majority of its members feel that the 
Commission’s budget is inadequate. Their concern stems from the adverse 
effect an inadequate ICC budget has on our great transportation system and 
because of the delays and difficulties encountered by them in presenting matters 
to the Commission, nearly all of which could be avoided were the Commission 
adequately staffed to do its job. That association has many times gone on record 
in favor of greater appropriations for the ICC. 

Gentlemen, the need for additional funds for the proper regulation of the truck- 
ing industry is critical. We urge that the committee approve an appropriation 
for the Commission which will enable it to carry out its assigned duties in an 
adequate manner. The Commission is an arm of the Congress and the duty 
rests with the Congress to provide the agency with a sufficient appropriation. 





518 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


COMPARATIVE TRENDS IN NUMBER 
asses, OF BMC EMPLOYEES AND GROWTH OF 
” MOTOR CARWER INDUSTRY, 19U-5Y 


NO. OF BMC EMPLOYEES 


w 4°43 W YS YW Ww WW % SO ‘SI ‘S52 ‘53. ‘SY 


NUMBER OF /CC MOTOR CARRIER 


TARIFF EXAMINERS FER 1000 MOTOR 
CARRIER TARIFFS FLED 


ny ACTUAL NUMBER 
. OF EXAMINERS 


ee Fs 2 fA. 8 80 3. - @] 2500 


1939 1940 I9uI hi (943. 1944 TOYS 1946 1947 1948 IGN 1950 1951 1952 1953 1954 
NOTE: 1939 THRO 1945 INCLUDED CORRESPONDENCE CLERKS WHOSE DUTIES WERE ASSUMED BY 
Spee On JAN. 27, 1946. 
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EFFECT OF BMC SAFETY PROGRAM 


ACCIDENT AND INJURY RATES FOR Y6l CARRIERS 
OPERATING 2,000,000,000 MILES BEFORE AND AFTER 
ESTABLISHMENT OF SAFETY PROGRAM IN COOPERATION 
ome ven WITH BMC 
100,000 MILES 


26 Wein a iis 


24 


22 


ACCIDENTS 


4% 
REDUCTION IN 
INJURIES 


BEFORE ——— ae 


Bureau of Motor Carriers fie ld travel funds 


rravel re- Average oe Total 
quests and Per diem Per | Number of days of vee | aa 
, 1 vear hae a y ut 7 : ; mental field 
Fiscal year other costs travel diem employees travel pet travel tacent 
excluding fund rate | who travel} man pet rave rave 


per diem ens fund fund 


M7 $24, 826 $77, 078 $6 
49 20, 168 61, 703 6 
1951 28, 754 64, 220 7 
1954 9, 160 49, 094 9 
955 9, 350 49, 650 9 


$104, 404 
84, 871 
95, 711 
61, 986 
62, 800 


NOTE.—Cost of operating BMC cars is provided for separately from above 
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GENERAL STATEMENT 


Mr. PInkNEy. My name is James F. Pinkney, general counsel of the 
American Trucking Associations. 

Mr. Chairman, it is my purpose to appear here today to urge that 
the committee increase the appropriation of the Interstate Com- 
merce Commission. My authority for appearing here appears at 
the bottom of page 1 of the statement, a resolution of the American 
Trucking Associations of last January whereby we were directed, 
and the State association staffs were urged, to make an all-out effort to 
persuade the Congress that the resources and structure of the IC\ 
should be so bolstered and arranged that it will be possible for the 
Commission, through its Bureau of Motor Carriers, so to administer 
and enforce part II of the Interstate Commerce Act that present 
deficiencies can immediately be corrected. 

Senator MaGnuson. By those deficiencies, No. 1, you mean the 
time in handling the case? 

Mr. Pinkney. Yes, sir. 

Senator Maagnuson. And No. 2, the Bureau of Motor Inspection? 

Mr. Pinkney. Yes, sir. Time in handling the case is one of the 
problems brought about by this deficiency. The second is the lack of 
enforcement of the Motor Carrier Act in certain areas which in turn 
has brought about a rather bad economic situation within the industry. 
Third, it seems to me that we have seen an example of false economy 
of the very worst sort in the starvation diet the Interstate Com- 
merce Commission has been on for the last 10 years. I think that a 


great many of the problems that have come up here, for example, 
have been brought about through lack of resources in the Com- 
mission rather than deficiencies in the law. I think that is in part true 
of the present reports you have before you and the controversies you 
have before you at the present time. 


RESTORATION OF FIELD STAFF 


The specific things that I think need correction and need immediate 
correction are a restoration of the field staff to its former vigor. We 
have charts here, sir, that I think you are familiar with, showing, for 
example, the comparative trend in Bureau of Motor Carrier employees 
and growth in motor-carrier industry. 

Senator MaGnuson. ” other words, what they point out in a 
general way is that, No. 1, the Bureau of Motor Carrier Inspectors 
have gone down and the traffic has gone up and the accident rate has 
gone up? 

Mr. Pinkney. The accident rate has not gone up in recent years 
It has been some good work done down there. 

Senator Magnuson. I mean the violation rate, not the accident 
rate. 

Mr. Pinkney. Yes; that is right. As the regulatory burdens of 
the Commission increase, of course its resources have gone down. — | 
would like to speak rather bluntly to that point. It seems to me that 
the Commission, which lost a good many of its employees and re- 
sources during the war years when its duties were comparatively light 
has failed to attempt to get its budget back up to a working basis. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 521 


The Commission appears to have been timid in its approach to this 
problem, as illustrated by Chairman Mitchell’s statement to you the 
other day. On the one hand the resources provided by the Budget 
Bureau’s recommendation was adequate, but on the other hand he 
admitted to serious deficiencies in many areas. 

The Commission, while it is one of the finest Government bodies, 
in my judgment it is also probably from a financial standpoint the 
most conservative agency in Government. We in the motor carrier 
industry—and I think this goes for many other segments of transporta- 
tion—feel very firmly that it is harmful to transportation in America 
to permit the Commission to try to carry along on its present shoestring 
budget. 

CAUSE OF BACKLOGS 


Senator MaGcnuson. No. 1, let us be blunt about it. Backlogs are 
usually caused by lack of personnel to handle the job. 

Mr. . That is correct. 

Senator MaGnuson. Sec ‘ondly, by inefficiency. I do not know 
whether we can suggest that with the ICC or not. I think, like you, 
they are trying to do a fairly good job with what they have. 

Mr. Prvkney. I believe that. 


BUDGET ALLOWANCE 


Senator Maanuson. And they asked the budget for $12,470,000. 
The budget gave them $11,975,000; they cut them down. 

Mr. PINKNEY. That is correé “t, sir. 

Senator Magnuson. Of course, as you say, these commissions are a 
little sensitive to the budget. They come up in front of us and instead 
of telling us what they think they need, they are somewhat under 
wraps because the budget says that is all you can have. They do not 
want to rouse the ire of the administration. We in the Appropriations 
Committee here respect the budget, but we do not need to follow it. 
We would like to hear from the departments what they think they 
need, also, just as much as what the budget recomme nded to them, 
particularly in these cases where they are operating agencies and 
where personnel is a great factor in doing the job that C ongress told 
them to do, because they are arms of Congress; they do not ‘belong to 
the executive department. The Executive appoints them because we 
would not want to appoint them up here ourselves. We would never 
get anyone appointed if we had the say, but we can have them ap- 
pointed subject to confirmation. 


ADDITIONAL SAFETY INSPECTORS 


Mr. Pinkney. Mr. Chairman, because it was not brought out in 
the hearing the other day when the Commission was here and because 
it is not contained in this formal statement, I want to touch on 1 or 2 
things that were not mentioned the other day. Safety inspectors 
were mentioned. In my judgment they should not be only increased 
by 27 or whatever number they asked, but at least double that num- 
ber. The commerce section was not mentioned. 

Senator Maanuson. You will recall in the testimony we asked 
them to submit to us what it would cost to have 21 more. 
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Mr. Pinkney. Yes, sir. 

Senator MaGnuson. The figures and the amount which they are 
going to submit for the record. 

Mr. Pinkney. That is in the field of safety inspection. 

Senator Maanuson. I thought you were talking about that. 


TRAVEL FUNDS 


Mr. Pinkney. I did mention that. There are 2 or 3 other fields. 
[ am sorry Senator Potter is not here. J] was in his State last week 
talking to one of the ICC superiors. He has charge of all the enforce- 
ment work of the entire State of Michigan, which I think is the largest 
State for trucking operations in America. He has a travel budget of 
$50 a month which at $9 per day on per diem alone indicates he does 
not do much traveling. He spends 2 25 percent of his time acting as a 
joint board examiner, which again illustrates a deficiency on the 
examiner’s side not orly in the writing of the reports but also in the 
conduct of hearines in the field. 

Incidentally, up in that area there is 1 safety inspector for 5 States. 
I think it is Indiana, [Hlinots, and Michigan. Occasionally an account- 
ant gets there. There is a tremendous deficiency not only in man- 
power but in travel expenses. I feel very strongly, and this last chart 
on this exhibit so indicates, that they are down to $62,800 for travel 
expenses. 

Senator MaGnuson. From $104,000 in 1947? 

Mr. Pinkney. That is right. It should be back at least to $104,000. 
! am perfectly satisfied they can easilv use half again that much. 
I think a case can be made for it. The suspension board is in bad 
shape. 

STAFFING REDUCTIONS 


This also ts not vet in the record, but I read here from a talk made 
by Mr. Edward Cox, Director of the Bureau of Rates, Tariff, and 
Informal Cases, of the Interstate Commerce Commission—-Mr. Cox 
did not testify the other ds ay, of course—in whieh he points out that 
that Bureau present employment is 216. It handles all forms of trans- 
portation; one of the biggest jobs in the Commission. In 1935 1t had 
within 55 of that number. In 1940 it had 326 employees. In 1940 
there was a reasonable adequate staffing of the Commission with 326. 
It is now down to 216. Its work, incidentally, its protested adjust- 
ments increase sed from 567 in 1946 to 3,395 in 1954, or 298 percent. Now 
that is the rate work. I speak then of the suspension board, the 
fourth section board, the tariff examiners—and there are just a 
handful of tariff examiners down there—that in turn is causing 
untold numbers of formal proceedings at great cost to the Commis- 
sion and other utilization of the Commission’s time. 

In other words, I think, sir, that the deficiency lies not only in this 
very important field of highway safety and in the very important field 
of highw ay enforcement but you also will find it throughout all of the 
agencies down there, throughout all of the sections of that Bureau; 
not only of the Bureau of Motor Vehicles, but of the entire Com- 
mission. 
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ENFORCEMENT BY INJUNCTION 


| should like to comment, too, just briefly, going back to Chairman 
Mitchell’s statement the other day. He suggested that possibly a 
solution to this problem might be to give the carriers themselves the 
power to bring suit to enforce the act. He commended that to your 
attention as probably a solution of the problem. 

| do not share his views. I think that that might help, but I do not 
think that we can substitute private enforcement in the courts for 
public enforcement of a law such as the Interstate Commerce Act. | 
just do not agree with the chairman on that point. 1am not speaking 
against that idea at the moment, of course, and I may be down here 
supporting that bill. I have no instructions on it at the moment. 

Senator Magnuson. That would just add another avenue to solving 
one of the problems. 

Mr. Pinkney. It might do that, but it would not be a solution to 
the problem as was suggested. 

So we urge that the committee approve an appropriation for the 
Commission that will enable it to carry out its assigned duties in an 
adequate inanner. The Commission is an arm of the Congress, and 
the duty rests with the Congress to provide the agency, of course, with 
a sufficient appropriation. 

I might add at this point that 


FUNDS REQUIRED 


Senator MaGNuson. Would you make a suggestion as to how we 
could figure out how much they needed when they will not tell us 


themselves? 

Mr. Pinkney. Well, we have made some suggestions here, sir, in 
the statement. Ihave suggested at least an increase from $62,000 to 
$100,000 for their travel expenses. I would certainly subscribe to 
the increase 

Senator MaGnuson. I think they subscribed to that themselves in 
their testimony as | recall, an increase in travel money. 

Mr. Pinkney. We would also recommend, of course, as an absolute 
minimum the amount sought by the Commission in its request of the 
Bureau of the Budget for added personnel. That amount is $420,000. 

Senator Magnuson. That would include also the safety inspectors? 

Mr. Pinkney. Yes, that included the safety inspectors. It in- 
cluded three men for the suspension board. It is my personal judg- 
ment that three men for that suspension board will not be adequate, 
but I do not have access to the figures. That is, the Budget Bureau 
and the Commission. Based on my experience and knowledge down 
there and practice before the Commission, | would say that they could 
use half again as many employees as they have today in that work. 
| regret that I am helpless in making a specific recommendation. 

Senator MaGnuson. We will try to ask them for specific figures 
on some of these amounts and corresponding additions that would 
be added to the administration of the job as we did in the safety 
inspection matter. 

Mr. Pinkney. | would like to mention one thing—lI believe it is in 
my statement—that until last week I was president of the Practi- 
tioners Association of the Interstate Commerce Commission, and I 
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can state that that association feels exactly as does our industry 
about this matter of appropriations for the Commission. Of course, 
they would not put the emphasis on the motor carrier side so much 
as I have, but that is the concensus of opinion among the men who 
practice before the Commission who are hurt, whose clients are hurt. 
by delays and inadequate regulations. 

Senator Magnuson. Thank you, Mr. Pinkney. I want to add 
that I have discussed this matter, too, with the teamsters group. | 
am sure that they subscribe to pretty nearly everything that you, 
the truckers, have said in this matter. 

Mr. Pinkney. Yes, sir. Thank you very much, Mr. Chairman. 

Senator Magnuson. Mr. Frank Tobin would like to be associated 
with your remarks in this matter. 

Mr. Prnxnery. I am glad to hear that, sir. 


REPEAL OF TITLE V OF 1952 ACT ON FEES AND CHARGES 


Mr. John Mahoney, present president of the ICC Practitioners 
Association, is here to testify on the fees for service and has a pre- 
pared statement which we would like to offer. We recommend the 
repeal of title 5, Public Law 137, which is the one dealing with the 
collection of fees by Government agencies, which is a subject up this 
afternoon, I believe, on the resolution. 

Senator Maanuson. I think we had better look at that because this 
may not be the appropriate place to do that in an appropriation bill. 
I think we would probably have to take that up in a legislative com- 
mittee, but the chairman happens to be chairman of that committee, 
too, so I will be glad to accept that. 


PREPARED STATEMENT 


Mr. Pinkney. Mr. Mahoney had to leave. We will leave a copy 
of his statement with you. 
(The statement referred to follows:) 


STATEMENT OF JoHN R. MAHONEY ON BEHALF OF ASSOCIATION OF INTERSTATE 
CoMMERCE CoMMISSION PRACTITION®RS RESPECTING AGENCY FEES AND 
CHARGES 


My name is John R. Mahoney. I ama member of the law firm of Casey, Lane 
& Mittendorf in New York City. During my 9 vears of practice [ have specialized 
in administrative law Our practice embraces the representation of shippers 
communities, motor, water, and other carriers before the courts and Federal and 
State administrative bodies, particularly the Interstate Commerce Commissio1 
the Federal Maritime Board, and the Civil Aeronautics Board. 

IT am here today as president of the Association of Interstate Commerce Com- 
mission Practitioners and as chairman pro tem of that association’s special corm- 
mittee on fees. I understand that the subiect which is before vou gentlemen is a 
resolution adopted by the American Bar Association at its meeting this winter 
the pertinent part of which reads as follows: 

Resolved, That the American Bar Association urges the repeal of title V, en- 
titled “Fees and charges,” of the Independent Offices Appropriations Act, 1952 
(65 Stat. 268, 290): and 

“Further resolved, That in the opinion of the American Bar Association no 
schedule of agency fees and charges of the character specified in said title V should 
be adopted unless first authorized by specific legislation dealing with the particular 
subject matter or agency: * * *” 

I presume you will necessarily want to know something about our organizatio! 
and our reasons for appearing before you today. First, as to the practitioners 
association; since its inception more than a quarter of a century ago it has been 
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an integrated bar embracing those lawyers and specialists entitled to practice 
before the Interstate Commerce Commission. Its membership of almost 4,000 
runs the spectrum of shipper and carrier interests. The association’s bond is a 
common concern with matters affecting the Interstate Commerce Commission 
and, to a lesser extent, matters affecting allied independent regulatory agencies, 
such as the Federal Maritime Board, Civil Aeronauties Board, and Federal Com- 
munications Commission. Second, our reason for appearing today is that the 
practitioners have been coneerned with the question of agenev fees for the past 
} vears, ever since the Ist session of the 82d Congress enacted Public Law 137, 
or title V, as a rider to an appropriations bill in 1951. When we read the vague 
language of title V, we believed that there was a verv real danger that, if this 
law were not challenged, it was likely to result in the development of an entirely 
ew philosophy respecting the independent regulatory agencies directly contrary 
to that which has prevailed for the past 75 vears. Accordingly, we welcome 
this opportunity to present our views so that, if nothing else, vou will recognize 
that the problem with which you are dealing here today cuts across formal com- 
mittee boundaries. 

After title V was enacted, our association appointed a standing committee 
whose responsibility it was to follow any legislative or executive developments 
which might grow out of thelaw. The then Chairman of the Interstate Commerce 
Commission, Commissioner Mahaffie, requested the practitioners to work with the 
committee appointed by the Commission. From 1951 until November 1953 the 
practitioners cooperated with the committee appointed by the Interstate Com- 
merece Commission to consider whether a schedule of fees might be worked out at 
any level. The only time during this period that the subject came before the 
membership of the association was in February and March of 1952. At that time, 
ex-Senator Johnson, then chairman of the Senate’s Interstate and Foreign Com- 
merce Committee, introduced and presided at hearings on S. 2352, a bill which 
would have provided for the levying by the ICC of an annual fee on every holder 
of a certificate, permit, or franchise. Our standing committee, at a special 
meeting of the association, received a mandate from the membership to oppose 
this bill in toto. We were joined in our opposition to the bill by a large number 
of other carrier and shipper groups. 8S. ?352 was not reported out of committee. 

In November 1953 the Bureau of the Budget issued its Circular A—25 as a guide 
for the independent agencies in establishing standards. This covered the pro- 
cessing of applications for licensing, used in the broadest possible sense to include 
the issuance, renewal, modification, transfer, or termination of any license, permit, 
certificate, registration, exemption, or similar form of authorization provided by 
Federal agencies. The standards set by Budget were framed in terms of title V. 
Thereafter, pursuant to Budget’s directive, the Interstate Commerce Commission 
and other agencies such as the Federal Communications Commission and Federal 
Power Commission, prepared proposed fee schedules at very high levels despite 
sections in the Budget circular which stated that agencies could (a) take account 
of publie policy or interest served and (b) minimize the burden to applicants in 
low-cost proceedings. 

I think it fair to state that in proposing high fees the Interstate Commerce 
Commission and the other agencies believed they were necessarily bound by the 
cost criteria laid down by Budget and that Budget, in turn, rightly or wrongly, 
believed it was bound by Public Law 137 

In its discussions with our committee, the ICC stated that it had asked its 
Bureau of Accounts to develop cost figures applicable to each class of application 
presented to the Commission. When those cost figures were developed it 
attempted in its proposed schedule to pick up all costs both direct and indirect. 
The Commissions will necessarily regard themselves as locked in a straitjacket of 
direct and indirect costs so long as title V remains on the books. 

When the Commission’s schedule appeared we believed that it was time to get 
a definitive expression of opinion on fees from our membership. Accordingly we 
prepared and circularized a comprehensive questionnaire to each member. We 
obtained responses from 20 percent of the membership. Those who answered 
gave us two alternative courses to pursue. The majority asked us to make every 
effort to have legislation introduced which would repeal Title V, Public Law 137. 
If legislation, such as the resolution before us today, were introduced by others we 
were authorized to throw the weight of the practitioners behind such legislation. 
We are here today in response to that mandate. 

I ought to state that an even greater percentage—the overwhelming majority 
of those replying—gave us an alternative course; namely, that if a proper legisla- 
tive committee should decide that fees were necessary, we request they be assessed 
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on a basis where ‘‘value to the recipient’? and “public policy or interest. served’’ 
be considered as far more important than cost. A synthesis of the practitioners’ 
views is contained in the resolution which follows: 


‘Resolution 


‘Whereas licensing activities of the ICC are primarily for the protection of th 
public interest, and only secondarily for the benefit of the licensee; and 

“Whereas fees other than flat fees for each ICC proceeding of comparable typ 
would entail excessive administrative costs and continual argument, to the serious 
degriment of the work of the ICC; and 

“Whereas, to the extent value is received, all parties involved in licensing}pro- 
ceedings are recipients of that value in ever-varyving degrees; and 

“Whereas the Association of I. C. C. Practitioners is opposed to the assessment 
by regulatory agencies of anything other than nominal fees, and said association 
believes that if all of the considerations herein stated are properly weighed and 
taken into account the result will conform, in substance, to that position: Now 
therefore, be it 

“Pesolved, That the Association of I. C. C. Practitioners stand on the following 
position, taking all steps necessary to establish it: 

“Fees should be assessed on the simplest and most economical basis possible 
be uniform as to each readily discernible class or type of proceeding, should be 
assessed in accordance with a formula (1) that assigns to the publie the major 
proportion of the estimated cost of licensing activities of the ICC since the public 
interest is primarily involved, and (2) that results in a charge against all privat 
parties, both applicants and intervenors, since both are receiving something of 
value.”’ 

The only opportunity that we have had to record our views before any legis 
lative committee since we sounded out our membership came in Mareh 1954 
when the Communications Subcommittee of the Senate Committee on Interstate 
and Foreign Commerce held hearings on 8. 2926, a bill introduced last year by 
ex-Senator Johnson directed at the Federal Communications Cotmunission. At 
the outset of the hearing on the bill, Senator Johnson stated that he had intro- 
duced it in order to bring the fees question before a policyinaking committee of 
the Senate. The Senator said that he and other Senators had been completely 
unaware of the passage of Public Law 137 until long after the event. Subse- 
quently Senators Johnson and Bricker introduced S. 3203 on March 30, 1954, 
which would have prohibited administrative agencies from prescribing more than 
nominal fees for licensing activity. Hearings were not held on S. 3203 in the 
last session of Congress, but coincident with its introduction, the Senate Com 
mittee on Interstate and Foreign Commerce prepared a resolution requesting a 
moratorium on fees activity by the administrative agencies until July 1955 
The Interstate Commerce Commission and other comminissions have delayed thei 
proposed fee schedule proceedings until July 1 of this vear at the request of the 
Senate. We are hoping that a similar resolution may be introduced in this 
session as a holding action until you gentlemen have had an opportunity either 
to repeal Public Law 1387 or to take necessary legisistive steps to have a full 
hearing on those proposed fee schedules already promulgated. 

We appear to have an opportunity to make some legislative history, albeit 
belatedly, in this hearing todav. Therefore, on behalf of our organization, | 
would urge vou most strongly to recommend that title V, Public Law 137, be 
repealed forthwith and that the subject be considered anew on an agency-by- 
agency basis by the various legislative committees having jurisdiction in the 
premises, 


HOME LOAN BANK BOARD 


Senator MaGnuson. Al! right, Mr. Russell, we will be glad to 
hear from you. We will put vour entire statement in the record. 
(The statement referred to follows:) 


STATEMENT OF HorAcE RussELL, GENERAL COUNSEL, UNITED STATES SAVINGS 
AND LoAN LEAGUE 


I am general counsel of the United States Savings and Loan League and one of 
its official representatives. The league is a nonprofit trade association with more 
than 4,100 savings and loan associations and cooperative bank members repre- 
senting about 90 percent of the total assets of the $31 billion savings and loan 
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business. I appear at the request of our executive committee to discuss the 
provision of the independent offices appropriations bill as passed by the House 
of Representatives authorizing the Federal Savings and Loan Insurance Corpora- 
tion to spend about $500,000 of its funds per annum to employ appraisers and for 
their travel and other expenses to inspect and appraise properties securing loans 
already made and paid out by the individual and privately managed savings and 
loan associations. 

Specifically, I recommend the following amendments: 

On page 43, line 7, strike out ‘‘$985,000” and insert‘ ‘$500,000.” 

On page 48, line 22, strike out “$90,000” and insert $15,000.” 

The above changes would restore the original amounts requested by the Home 
Loan Bank Board and approved by the Housing Administrator and the Bureau 
of the Budget, and it would eliminate the amounts added in the House of Repre- 
sentatives to provide administrative expenses and travel expenses for a proposed 
new system of appraisal checks. 

The Home Loan Bank Board, and Federal Savings and Loan Insurance Corpor- 
ation under its direction, has complete responsibility for the examination and 
supervision of all insured savings and loan associations and does not reeeive any 
appropriation of any tax funds. It assesses the Home Loan Banks and Federal 
Savings and Loan Insurance Corporation and insured member institutions and 
colleets its entire expenses from them. What we are discussing is not an appro- 
priation of tax money but an authorization to spend money to be paid by the 
associations directly or indirectly. 

We support completely the original request of the Home Loan Bank Board for 
the authorization of additional funds for the examination and supervision of 
federal savings and loan associations and State-insured associations. The just- 
ification for the request for increased authorization for such purpose is that the 
savings and loan and cooperative bank business had $5,794 million in resources 
December 31, 1940; $8,794 million as of December 31, 1945; and an estimated 
$31,500 miliion as of December 31, 1954. The authorizations for examination 
and supervision have not been adequately increased during these vears commensur- 
ate with the growth of the business. The savings and loan people favor full, 
adequate, and effective examination and supervision. 

This question of appraisal developed first in the Appropriations Committee 
in the House of Representatives. It was not originally requested by the Home 
Loan Bank Board and was not considered by the Housing and Home Finance 
(gency, the Bureau of the Budget or the President We objeet to this provision of 
the bill because: First, the question has not had adequate consideration; second, 
the proposal is impracticable; third, it brings a third party into the examination 

| 


and supervision process; and fourth, present examination and supervisory pro- 
cedures adequately financed are better 


ADEQUATE CONSIDERATION 


\ppraisal of the value of security is as old as business. Public examination 
and supervision of quasi-publie financial institutions is almost as old as Americar 
business. The problems involved of examination and supervision are very, very 
complex and have been the subject of discussion and debate within the business 
regulated and within the Government for many decades. This method of dealing 
with appraisal has not been so discussed \ very great number of people and 
institutions are vitally concerned. It is estimated that more than $40 million 
per annum is spent in appraisals for home mortgages alone in the United States. 
The action of the Congress on this subject not only involves the expenditure of 
about $500,000 a vear of the funds of Federal Savings and Loan Insuranee Cor- 
poration but also involves perhaps a greater expense on the part of the supervised 
institutions in dealing with this method of appraisal inspection and the problems 
to them it will create. It is proposed to inspect properties after loans have been 
made and the money paid out when nothing can be done about it, and it involves 
the inspection of homes and entry into private homes with questionable legal 
right and under circumstances whieh may be very embarrassing to the Govern- 
ment and the institutions concerned. Certainly such a program should be further 
discussed within the business concerned and within the Government. There is no 
emergency requiring precipitate action. We know of no loss out of the great 
number of losses paid by the Federal Savings and Loan Insurance Corporation 
and the Federal Deposit Insurance Corporation which resulted from inadequate 
appraisal. 
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THE PROPOSAL IS IMPRACTICABLE 


Appr: visals for savings and loan associations are made by local, qualified 
appraisers of residential property intimately familiar with real-estate values and 
trends in their communities. These appraisers have local experience and know!- 
edge and their record for good performance is extraordinary. Indeed, it is firml, 
believed that the savings and loan people, carrying about one-third of the home 
mortgage debt, foreclosed a smaller percentage of their home mortgage loans dur 
ing the depression of the 1930’s than did individuals, mortgage companies, banks, 
or insurance companies. It is also believed that these associations suffered 
smaller percentage of loss on the loans foreclosed than did either one of the Selman 
mentioned above. It is impracticable to assume that 33 appraisers employed by 
the Federal Savings and Loan Insurance Corporation could know residential values 
throughout the United States. Three appraisers employed at the Federal Home 
Loan Bank of Greensboro, Greenboro, N. C., could not know values from Balti- 
more to Key West and to Birmingham. Furthermore, it is impracticable to em- 
ploy regular fee appraisers in the more than 3,000 counties in the United States 
to appraise property securing loans after the loans have been made and the money 
paid out. Nothing will be accomplished by such a process. The institutions con- 
cerned will necessarily be harassed over questions they can’t do anything about 
and the borrowers themselves will be disturbed and concerned by any such Federal! 
interference. 

The windfall cases indicate that Federal appraisal is not infallible even when 
an immeasurably greater sum is spent for appraisal. The record of the savings 
and loan business in appraisals has conclusively demonstrated that their system 
is defensible and is better than a Federal system of appraisal. This scheme was 
tried by the Home Loan Bank Board several years ago and was found to be im- 
practicable and was abandoned. It is said that the present proposal is to have 
somebody “drive by”’ the properties securing loans and classify the loans as good, 
fair, and bad, or by some such classification. It is perfectly well known by all 
professional appraisers and mortgage people that such a procedure is impracticable. 
The value of a home cannot be determined by such an inspection. It is said that 
this is to be followed up by spot appraisals of some of the properties by appraisers 
who are to enter these homes and make a detailed appraisal. It is not known by 
what right either the supervised institution or the Government would enter these 
private homes. The reaction of the community against the supervised institution 
could be very damaging. 


IT INVOLVES A THIRD PARTY IN EXAMINATION AND SUPERVISION 


The Federal system of examination and supervision is more than 20 years ld. 
The examinations are conducted by an Examining Division of the Home Loan 
Bank Board which makes examinations and audits and reports to the Board and 
to the boards of directors of the institutions examined This examination and 
report is followed up by a separate division of supervision which makes recom- 
mendations and requires compliance with law and regulation. It is true that 
Federal Savings and Loan Insurance Corporation functions under the same Home 
Loan Bank Board but it is a separate division and if about $500,000 per annum of 
its funds is to be spent for this appraisal phase of examination and supervision, the 
institutions examined will find themselves dealing with three parties: (1) The 
Examining Division, (2) the Supervisory Division, and (3) the Insurance Cor- 
poration. In addition, State-insured institutions are subject to State examina- 
tion and supervision. To the extent that appraisal is examined and supervised 
it ought to be done by the regular Examining Division followed up by a regular 
Supervisory Division. Furthermore, to date the Insurance Corporation has re- 
ceived and used its insurance premiums and other income to pay its necessary 
expenses and to pay losses and to provide reserves for future losses. It is not 
proper to take some of its money for some other purpose. 


THE PRESENT SYSTEM IS BETTER 


It is firmly believed that the present system of examination and supervision of 
savings and loan associations is the best in existence. It needs more money to do 
an adequate job as is indicated above and for the reasons stated above. Exami- 
nation of such institutions once a year with power to make special examinations 
when appropriate is adequate. 

Commercial banks with assets of more than $200 billion and carrying more home 
mortgage loans than any other type of lender, except the savings and loan business, 
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employ methods of appraisal similar to the savings and loan associations We 
know of no suggestion from any souce for any Federal system of appraisal 
examination for them. We know of no loss by the Federal Deposit Insurance 
Corporation which resulted from inadequate appraisals of their real-estate loans. 
It is true that many banks are examined twice a year; however, the average bank 
dollar turns over about every 60 days. ‘This is at least 50 times as many trans- 
actions as in a savings and loan association. If savings and loan associations 
should be examined more than once a year, then commercial banks should be 
examined much more than twice a vear. 

Finally, it should be pointed out that appraisal is only one of the problems in 
connection with loan risk. It would be as reasonable and practicable to go behind 
the first lien status of mortgage loans as to go behind the present professional 
appraisal. Yet, to date, nobody has suggested that the Federal Government 
examine all the titles after the lawyers, title companies, or Torrens System have 
approved them. ‘The first step in processing a mortgage loan application by a 
savings and loan association is to investigate and pass upon the character and 
credit of the borrower. The next step is appraisal and the next step is title 
examination. It is not suggested that we now establish a postanalysis of character 
and credit and yet my opiri>n is that if loans are made to persons of good character 
and good credit, this is more important than appraisal. If this question of appraisal 
is further discussed amongst mortgage people and Government people including 
not only the Home Loan Bank Board, but the Comptroller of the Currency who 
examines national banks and the Federal Reserve Board which examines member 
banks and the Federal Deposit Insurance Corporation which examines insured 
banks, it may be that means may be developed for more reliable professional 
appraisal, and a means of dealing with institutions examined and supervised 
which are found to have inadequate protection as to appraisals. The same may 
be said as to character and credit and also as to first mortgage lien status. Cer- 
tainly, it would be a mistake to enact law in the appropriations bill establishing a 
new process of appraisal or appraisal inspection without giving the subject more 
consideration than can be given to it while this bill is pending 


UNITED STATES SAVINGS AND LOAN LEAGUE 
STATEMENT OF HORACE RUSSELL, GENERAL COUNSEL 
APPRAISAL INSPECTION AND REVIEW 


Mr. Russet. Thank you, Mr. Chairman. I am General Counsel 
for the United States Savings and Loan League in Chicago and appear 
to object to the increase that the House Appropriations Committee 
made in the item on page 43, line 7, of the bill, the purpose of the 
increase being to provide for some appraisal inspection and appraisals 
of home loans. 

Senator Magnuson. There were 2 items that the House put in the 
bill that was not in the budget; 1 for the appraisals and 1 for the 
examiner division. There was a great deal of testimony or great deal 
of discussion, I should say, in front of the committee regarding the 
advisibility of those two items. 

Mr. Russeitt. Now, Mr. Chairman, representing the savings and 
loan business we support all of the chairman’s original requests for 
an increase in the authorization for examination and supervision which 
we pay for directly or indirectly, every nickel of it. None of it is 
tax money. Wesupport the chairman’ s request in full for an increased 
appropriation. The reason for that is that business is 4 times as big 
as it was 15 years ago, and the authorization has not been increased 
accordingly. 

We object, however, to this increase to provide for this method of 
appraisal inspection and review for four reasons. In the first place 
it has not had adequate consideration. We are dealing with an 
appraisal which is old in business. We are dealing with examination 
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and supervision, which is as old as the supervisory business in this 
country. The question has not been discussed enough by the busi- 
ness and Government people, either one. 

We object to it secondly because it is utterly unpracticable as 
proposed. This proposal is to hire 32 appraisers on a civil service 
basis in these 11 bank districts and to have them follow the examiner 
and go around and make a windshield appraisal of the houses and 
then hire an appraiser and go and make a complete inspection of some 
of the houses, in some of the cases at least. How they are going to 
get in the man’s house I do not know. The Government has no 
right in his house. The lender has no right in his house. The loan 
is made and paid out. You cannot do : anything : about it. 

_ object first because the scheme is not considered enough, hasn't 
had adequate consideration. Secondly, it is utterly impracticable to 
make this kind of review after the loans have been paid out. We 
object to it in the third place because it brings a third party into this 
examination and supervision process. 

We have an examining division which is very fine and makes an 
examination and audit and submits it to the board and the institu- 
tion’s examiner. It is followed up by a separate division of super- 
vision which follows it up and requires compliance with the laws and 
regulation and makes some recommendations and suggestions. If it 
is appropriate, they have appraisals made at that stage under present 
law and have done it in the past. Out of the 3,000 institutions they 
examined of $30 billion of assets, they may have a handful that are 
trouble cases. They have power now to have appraisals made and 
have had it done in the past. 

We object seriously to bringing an insurance ne: a third 
party, into this deal and having a half million dollars a year of its 
money which ought to be in those reserves for losses, for a ne ess that 
is utterly futile and cannot accomplish anything. We object again 
in the fourth place because the present examination and supervisory 
process adequately supported by adequate authorization is sufficient 
in itself and is the best that prevails in this country. 

Some questions came up before the House committee about annual 
examination. The chairman asked for enough authorization so that 
he could have at least annual examination. He is now on a 16-month 
basis. Somebody said, How come they examine some banks every 6 
months and savings and loan every 16 months? Mr. McAllister took 
the position that once a year was enough. The reason for it is that in 
the savings and loan the savings account turns over about every 5 
years; the loan is m: ade 1 in 15 to 25 vears and turned over actually in 
10 vears, whereas in a bank the money turns over every 2 tase 
The turnover in a bar a is 50 times as much as in a savings and loan, 


EXAMINATIONS IN INSURANCE BUSINESS 


In the insurance business they examine every 3 years and have for 
generations. So we say the examination system adequately and prop- 
erly supported by authorization here is now the best that is in exist- 
ence. We think we can prove that. The insurance corporation has 
paid many losses, the FDIC has paid 10 times as many. Neither one 
of them paid any losses that I can find evidence of that resulted from 
bad appraisal. 
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Some of the trouble cases we run into—and there are always trouble 
cases in some banks and insurance and loans, too—may indicate that 
the appraisal is good but it may be bad credits. If they are going to 
review after the money is paid out and they cannot do anything about 
it on appraisal, then we had better appraise credit, too. The board 
has full power to do whatever may be necessary about those trouble 
cases, and that is where the money ought to be spent. 

Our objection is to establishing a process which will give this 
board more headaches than it ever had before, the Home Loan Bank 
Board, and give the management of the institutions the most head- 
aches they have ever had when there is no reason for it. That is, 
out of the 3,000 nearly all of them are perfectly smooth operations 
with no problems in the operation at all. Why anybody would wish 
to do this—let me point out that this proposes 50 cents on appraisal. 
We make a million loans a year. If the FHA is going to get in trouble 
with $20,000 appraisals, what is Warren MeAllister going to do with 
50 cents? If he is going to assume responsibility for our appraisals 
at 50 cents apiece, he is bound to get in trouble. 


APPRAISAL SYSTEM 


We submit our appraisal system is like the banks have, just like 
the Insurance companies have. We do not know of a fraud or we do 
not know of a scandal in either one of them. We know of people 
getting indicted in the VA program and FHA program, both through 
Government operation of appraisals, but in the private appraisal 
field we have a professional system of private appraisal used by us, 
by the banks, by the private insurance companies—all three—and 
we do not know of any of the losses that have resulted from bad 
appraisal and we do not know of any fraud that has been practiced. 
We do not know of any indictments of them, although they are 
subject, the appraisals of these savings and loans are subject to 4 or 5 
under criminal statute if the ‘y submit false appraisal to these institu- 
tions. So our objection is unusual in that we request you to reduce an 
authorization. We support the Board’s request for adequate provision 
for examination and supervision. 

Senator MAaGNusON. Because of increased business? 

Mr. Russeii. Because of increased business. Business has 
quadrupled. 

Senator MaGnuson. Of course, as you well poimt out, [ do not 
know how you can make an adequate reappraisal by having someone 
just go out and take a look. Iam sure that it would cause all kinds of 
trouble, even if thev were allowed to go back into the home. IT have 
completed my loan; I can go down to my banker and say, ‘‘What is 
going on here? Didn’t we sign a contract?” 

Mr. Russeii. When this happens in your home State, what kind 
of rumor is going to get out in the town about that financial institu- 
tion? In my country if a Federal man came along, I am afraid they 
would start some rumors about the financial institution. 

Senator MaGNuson. Secondly, [ think you can determine from an 
adequate examination of the institution whether or not their loans 
are in general bad because of their appraisals. You do not need to go 
out and reappraise them. You can do that in a loan. A loan is not 
necessarily good or bad because of the appraiser. 
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Mr. Russety. And when that proposition develops, Mr. Chair- 
man 
ATTRIBUTES OF A GOOD LOAN 


Senator Maanuson. As long as the payments are being made, it is 
a good loan. I do not care what they appraise at. 

Mr. Russeui. When that situation develops is the time to do some- 
thing about the requirement that is now in the law that they have a 
qualified appraiser. They have plenty of power under the law. 

Senator Magnuson. I asked Mr. McAllister where would you get 
these people. You would have to get them through civil service. 
They would be new and they would be going out. Some of them would 
be inexperienced, and reexamining something that the institution 
itself, for their own protection, had done with experienced appraisers. 

Mr. Russextu. Experienced local appraisers. 

Senator Magnuson. This civil service boy from Greensboro, N.C 
how much is he going to know about house values in Baltimore, Kev 
West, and Birmingham, in that bank district and in the West—all 
the way to Montana and to the State of Washington? The scheme 
is utterly impracticable. It was not suggested by the Board, by the 
Bureau of the Budget, or by the President. It was developed by a 
Member of the House Appropriations Committee as an afterthought, 
and it is the kind of thing that is something is going to be done about 
it, then there ought to be a conference with the Comptroller of the Cur- 
rency who examines national banks, the Federal Reserve System, and 
Federal FDIC, and the insurance examiners. 

Now I have one point here. Mr. McAllister called on me the other 
day. He was not here for the testimony originally. I suggested to 
him what information I had from my own State and throughout the 
United States, that the institutions and whatever organizations they 
may have were all opposed to this. 

Mr. Russeuu. That is right. 

Senator Maanuson. He suggested to me that that was not correct, 
that there were several who thought this was a good idea. What do 
you have to say about that? My information was to the contrary. 

Mr. Russexu. I have just come from a convention. Everybody | 
found objects. Now this is a scheme that was tried about 12 vears 
ago in the Home Loan Bank System. It did not work. Nobody 
liked it. The Board did not like it. They quit, withdrew from it. 
So everybody I know does not like it We object to spending a 
corporation’s money. We object to distributing our customers at 
this stage. We object because it cannot do any good. We submit 
that if anything is to be done in this connection, there ought to be 
a conference with other supervisory people and they ought to find 
some means, not trying to do something you cannot do after loans 
are made and paid out but to raise the level of the appraisal profes- 
sion and to assure qualified appraisers by the institution itself on 
its own locally. 

Senator Maanuson. Mr. McAllister submits a letter here which 1 
have not read to the committee. He was not here in person. He says: 

It is noted that some of the correspondents writing to your committee have evi- 
dence that the increase in the budget authorization of the Insurance Corporation 
would in effect constitute legislation without afhearing. Actually, no new authority 
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would be enacted in this proposed measure. The only effect would be the 
increase in the amount of budget authorization. The Insurance Corporation has 
always had the authority to conduct property reviews and to make appraisals 
and indeed the Board actually conducted a program similar in some respects on 
a restricted sale of 44 and 45. Limited funds and other pressures on the examina- 
tion schedule made it necessary to discontinue. However, the authority to 
make appraisals has existed from the time the insurance statute, title 4 of the 
National Housing Act, was enacted and has been put into effect for specific 
purposes rather frequently. The only innovation is the authorization approved 
by the House in this amount. 


Mr. Russeiu. We agree with the legal authority, Mr. Chairman, 
completely that the Board has plenty of power to examine and 
supervise, including any power that may be necessary to find out 
values. 

Senator MaGnuson. Certainly. It is a question of whether we 
agree with their embarking on this large undertaking. 

Mr. Russeuu. The approach here is to give him a sum which is 
about 50 cents per loan we make per year to make a possible inspection 
of all these institutions. Now we agree that when he has examined 
and he finds an institution is rotten and is unsoundly operated, he 
ought to do something about it and he has power to do something 
about it, but those are the cases we want to spend money on, not the 
ones that clearly are properly operated. That is all. 


COMMUNICATION 


Senator Magnuson. Thank you. I appreciate your testimony. 
(The following letter was later submitted :) 


Home Loan Bank Boarp, 
Hovusinc AND HOME FINANCE AGENCY. 
Washington 25, D. C., May 18, 1955. 
Hon. WARREN G. MaGNuson, 
Chairman, Independent Offices Subcommittee of the 
Senate Appropriations Committee, 
United States Senate, Washington 25, D. C. 

My Drar Senator: Thank you for giving me a few minutes of your crowded 
schedule this afternoon. 

I want to again state that the $125,000 item refers only to providing joint 
examination of 422 State-chartered associations in Illinois, Louisiana, and New 
York, including a few in Wisconsin and Texas. We feel that joint examinations 
should be made in those States, as is the practice in the other 45 States. 

The $485,000 item is the one that refers to the appraisers, to which objections 
have been raised. In mentioning the difficulties of establishing an operation of 
this kind within the limitations of civil service, you unquestionably strike a very 
important note. Frankly, our task of operation would be much easier if the Board 
were not subject to civil service, as was the case when it was originally instituted. 

Sincerely, 
Water W. McAuuister, Chairman. 

Senator Magnuson. Next is Mr. Thomson of the Commercial 
Controls Corp. 

Mr. Thomson, we have your letter here which we will put in the 
record. Your file we will have to put in the jacket; it will be too long 
to put in the record. 
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GENERAL SERVICES ADMINISTRATION 
CommerciaL Conrrots Corporation 
STATEMENT OF J. M. THOMSON, JR., BRANCH MANAGER 
PREPARED STATEMENT 


Mr. THomson. Fine. Knowing that that is going in the reeord, 
then, I can cover it very briefly. 

Senator Magnuson. The chairman has to leave here in 10 minutes, 

Mr. THomson. We shall leave with you. 

(The statement referred to follows:) 


APRIL 12, 1955. 
Hon. W ARREN G. MAGNUSON, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Magnuson: In 1958 the Senate Appropriations Committe 
considered a requested change by the Commericial Controls Corp. in the type- 
writer legislation of the Independent Offices Appropriation Act in the General 
Services Administration Seetion. The Appropriations Committee forwarded to 
the Administrator of General Services Administration the letter from Commercial 
Controls Corporation for their comments. General Services Administration 
replied making reference to a Comptroller’s Decision No. B105342 dated October 
10, 1951, classifying the Commercial Controls Corp, equipment as typewriting 
machines within the meaning of the typewriter legislation and stating that they 
lid not see that any such change was needed and, therefore, the Appropriations 
Committee dispensed with the matter. 


T+ 


it is the contention of Commercial Controls Corp. that cur tape operated 
reading and punching electrie writing equipment should not be subject to the 
pricing requirement of the present Public Law 428 having to do with conventional 
tvpewriting machines. We are submitting new data that was not considered b 

the Appropriations Committee or the Comptroller General in his decision of 1951. 


The new data submitted herewith indicates that tape operated punching and 
reading electric writing machines are in the new integrated data processing and 
telegraphy fields wherein the production of a printed or typewritten document is 
the secondary purpose rather than an office typewriting or composing machine 
classification wherein the typed or printed document is the primary objective. 
The Patent Office of the Department of Commerce has the following description: 

“Where a typing machine is modified or combined with other devices to do 
more than to merely eompose and produ e printed matter, it is classified in ac- 
cordance with the necessary results achieved by the construction. Class 178, 
telegraphy, for example, embraces machines to compose and produce printed 
matter preculiarly adapted for the transmission of intelligence to a distance and 
not ? erely to record it in printed form. In 2 neral, printing telegraph transmit- 
ters have a less number of keys and transmitter wires than the number of charac- 
ters adapted to be used,’”’ 

The printed or typed document obtained from tape operated punching and 
reading electric writing machines as manufactured by Commercial Controls 
Corp. is incidental to the various uses made cf the punched hole paper tape that is 
created in the writing operation. To support this, we are enclosing several 
illustrations: 

(1) Common language punched hole tapes—the pink punched hole tape as 
produced by the Commercial Controls Corp. equipment is interchangeable with 
the various wire communications systems. The tapes produced by these various 
wire systems will function in the Commercial Controls Corp. produets as indicated 
in exhibits A. Wire system tape punching, reading and printing machines are not 
subject to this price limitation. 

(2) Tape operated punching and reading electric writing machines are used as 
input and output devices for several makes cf digital computers, namely—Univae, 
Alwaec, Dyseac, ERA 1103, Miniac and Logistics Research. The input and 
output data is typewritten on a page but the coding of such characters is simul- 
taneously punched into the Commercial Controls Corp. paper tape that is used to 
put such data into the computers in the form of codes which set up electronic 
processes for various computations. Exhibits B. 
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(3) Tape operated punching and reading electric writing machines punch holes 
in the tape as messages, orders. reports or invoices are prepared for wire trans- 
mission over the various wire systems. Exhibits C. 

(4) Tape operated punching and reading electric writing machines are used to 
automatically prepare punched cards for accounting machine equipment of 
various manufacturers. Tape holes are read and electric signals are set up to 
actuate punches that place hcles in punched cards. Exhibits D. 

(5) Tape operated punching and reading electric writing machines prepare tape 
as lists of names, serial numbers, ete. are written for the automatic operation of 
metal plate embossing and printing machines. Exhibits 1. 

Conventional manual and electric typewriters within the meaning of the type- 
writer limitation cannet perform any of the foregoing functions. 

In view of the printed or typed document being of secondary importance to the 
actual punched tape produced by the Commercial Controls Corp. products and 
that they are similar in design and function to other tape operated equipment 
whose price is not limited by the typewriter legislation in Public Law 428, the 
Commercial Controls Corp. again requests favorable considera ion of your com- 
mittee in having after the words “‘(exeept bookkeeping and billing machines)”’ in 
the typewriter limitation section the following language inserted——‘“‘and tape 
operated recording and reproducing electric writing machines,” 

It is pertinent to note that conventional typewriters sell commercially in a price 
range from $115 to $175 for manual machines and from $365 to $590 for electric 
machines. Commercial Controls Corp. tape operated punching and reading 
machines are in a price range from $1,780 to $4,850, depending upon specifications 
of the procedure and system involved. 

Commercial Controls Corp. in commercial practice is not considered to be in 
the typewriter manufacturing industry and we would like not to be considered in 
this category by the Federal Government Service because all of our equipment is 
designed for systems work which cannot be performed by conventional manual 
and electric typewriting machines. Also other tape operated business machines 
of various manufacture are not subject to the typewriter price limitation and, 
therefore, we respectfully request the suggested change of language in the Inde- 
pendent Offices Appropriation Act for 1956. 

Very truly yours, 
COMMERCIAL CONTROLS Corp., 
J. M. THomson, Jr., Branch Manager. 


EXEMPTION REQUESTED IN TYPEWRITER PROVISION 


Mr. Tuomson. Mr. Chairman, we are asking for the modification 
in the typewriter appropriation part of the GSA bill to exempt products 
manufactured by Commercial Controls Corp. from the typewriter 
limitation. We make machines that make communications tape. 
We make three points basically: One, that we are not in the conven- 
tional typewriter manufacturing business; two, that we are in the 
integrated data processing fie ld, where ‘by our tapes operate wire 
systems, computing-mac hine system, addressing-machine systems, 
and various other types of tape-operated equipment. The third point 
is that other tape-operated equipment is not subject to that pricing 
limitation in that act. 

Senator Magnuson. Now Mr. Cooper just pointed out the lan- 
guage to me here: 

During the current fiscal year, no part of any money appropriated in this or any 
other act shall be used during any quarter of such fiscal year to purchase within 
the continental limits of the United States typewriting machines (except book- 
keeping and billing machines) at a price which exceeds 90 per centum of the lowest 
net cash price, plus applicable Federal excise taxes, accorded the most-favored 
customer (other than the Government, the American National Red Cross, and the 
purchasers of typewriting machines for educational purposes only) of the manufac- 
turer of such machines during the 6-month period immediately preceding such 
quarter. 
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In other words, without that in there you have no chance to bid 
on this? 

Mr. THomson. Without that in there we would have to sell subject 
to those terms, and we are not typewriters—we do not manufacture 
typewriters. In other words, a comparable example would be—this 
type, for example, here is a 5-channel communications type. This type 
will operate A. T. & T. and Western Union wire-transmission machines, 
and vice versa. Their tape will operate our equipment. These tapes 
further can be used for the operation of computers. 

Senator MaGnuson. Here is a letter from the controller of Genera! 
Services Administration. 

I will read part of the letter. 


Language in the bill was originally inserted by Congress several vears ago to 
give the Government a price advantage and has been repeated each year. 

In interpreting the intent of the Congress under this language, the GAO (see 
Comp. Gen. Decision No. B—105342) defined typewriters to include equipment 
such as that of Commercial Controls Corp. 

The proposed language which would except ‘‘tape-operated recording and re- 
producing electric writing machines’? apparently would produce results desired 
by Commercial Controls Corp. However, it is very likely that addition of this 
exception would establish a precedent under which further demands would be 
made for excepting other types of equipment. 

The real question presents three alternative courses of action by the Congress 

1. Recaining the language in its present form; 
Fliminating the entire typewriter provision; or 
Weakening the language by attrition through exceptions. 

While it appears to us more practical to follow either the first or second alterna- 
tive course, it is believed the real answer in this case is one of reflecting the intent 
of Congress. 


9 
9 
0. 


Mr. Tuomson. That law has been in existence for years. Our 
product has been in existence since 1948. It sells in the price range 
from $1,700 up to $4,800, depending on the system, the business 
system, and certain other factors in it. Obviously, from the very 
price structure of it, it is more than a typewriting machine and 
therefore not, in our thinking, subject to the limitations of that act. 

That is the reason we are asking for exemption. In our report to 
you we have a five-point program set up with illustrations to show 
what this equipment does and why we feel that we should like to have 
favorable consideration of this request. 


WIRE SERVICE MACHINES 


Senator Magnuson. We will take a look at it. What about wire 
service machines? 

Mr. Tuomson. They are not covered by this. 

Senator Magnuson. They are not typewriters? 

Mr. Toomson. They are not typewriters, but they make tapes and 
they type and they have keyboards. 

Senator MaGnuson. Are they in the 90 percent? 

Mr. Tuomson. No. 

Senator Magnuson. You do the same thing, don’t you? 

Mr. THomson. That is correct. 

Senator MaGcnuson. You are in the same category in a general 
way? 

Mr. Tuomson. That is right. There are other tape-punching ma- 
chines used by industry and government other than those manufac- 
tured by the Commercial Controls Corp. that are not subject§to that 
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limitation, either. They have keyboards; they write, and they punch 
tapes and read tapes. 

Senator MaGnuson. Did they give you any reason down there 
why they do this? 

Mr. THomson. The only reason is the thinking of the Comptroller 
General. 

Senator Macnuson. The GAO made this decision, and they are 
following it up? 

Mr. THomson. That is right. 

Senator MaGnuson. We should have had you up this morning 
when we had Mr. Campbell. We will take a look at it. I am sure 
the committee does not want to be unfair in cutting somebody out 
because of wrong interpretations. If we can, without disturbing the 
historic orthodox typewriter provisions. 

Mr. THomson. You can do it without disturbing that by fulfilling 
our request. In other words, we have an exemption in there which 
would save us and put us out of the typewriter business which we 
are not in, and the Comptroller General keeps saying we are in it. 

Senator Maanuson. I wonder what they would say on devices 
where we just talk into it, and it come out typed. Is that a typewriter. 

Mr. Tuomson. I do not know of any like that. 

Senator MaGanuson. That is coming. You can get a few words in 
there now and it will type it up. You do not get the whole English 
language. Your pronunciation spells it differently occasionally. It 
becomes very phonetic. 

Mr. Tuoomson. That is right. I would like to leave this as part of 
the record. I did not have this at the time I submitted that letter to 
you, but it is the company’s annual report and very briefly sums up on 
two pages here what I have taken a few minutes to tell you. 


COMMUNICATIONS 


Senator MaGnuson. We will be glad to take a look at it. 

We will also put in the record other letters from veterans’ organiza- 
tions relative to General Services Administration. 

(The letters referred to follow: ) 


VETERANS OF FOREIGN WARS OF THE UNITED STATEs, 
Kansas City, Mo., May 3, 1955. 
Re H. R. 5240 
Senator WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Senate Committee on Appropriations, 
United States Capitol, Washington 25, D. C. 

My Dear Senator Macnuson: Members of the Veterans of Foreign Wars 
in the District of Columbia have called to my attention the threat of a sharp 
reduction in force in the United States special police force because of a substantial 
reduction made by the House of Representatives in the budget estimate for 
“Operating expenses, Public Buildings Service, General Services Administration” 

My information indicates that a reduction in the amount of $3,371,000 has 
been made in this appropriation and that it will fall heavily upon the special 
police force which serves as a protective force in and around public buildings and 
which is composed almost entirely of war veterans, many of whom have service- 
connected disabilities. 

It is quite possible that reductions in appropriations for the General Services 
Administration are justified in some instances but it is sincerely doubted that 
our public buildings are overstaffed where the protective force is involved. We 
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hope that sufficient funds in this appropriation will be earmarked for protection 
to prevent a substantial reduction among our veterans in the special police forc 
and the consequent loss of protection. 
fespectfully yours, 
Omar B. Kercuum, Director 


THe AMERICAN LEGION, 
DEPARTMENT OF THE District OF COLUMBIA, 
Washington 1, D. C., May 7, 1955 
Senator Cart HaypEN, 
Chairman, Senate Subcommittee of the Senate Committee on Appropriations 
Senate Office Building, Washington, D. C. 

My Dear Senator Haypen: The enclosed resolution with regard to main- 
taining an adequate United States special police force was unanimously adopted 
at the regular meeting of the executive committee of this department of the 
American | egion and is forwarded to you, herewith, for your consideration. 

Sincerely, 
James J. Murpuy, Department Adjutani. 


RESOLUTION 


Whereas the General Service Administration has the responsibility for the 
maintenance of Public Buildings Services; and 

Whereas the United States special police force, which is made up chiefly of the 
United States war veterans; and 

Whereas House Resolution No. 5240 provides for a major reduction in requested 
appropriations for General Services Administration, which will affeet furthe: 
reductions in the United States special police force, thereby endangering th 
publie safety: Be it therefore 

Resolved, That the American Legion, Department of the Distriet of Columbia 
entreat the congressional Committee on Appropriations to give careful considera- 
tion to the foregoing matters, to the end that the United States special police 
force will be maintained in numbers adequate to fully provide for the public 
safety, and that efforts be made toward amendment of House Resolution No 
5240, accordingly; and be it further 

Resolved, That copies of this resolution be forwarded to Hon. Edward N. 
Mansure, Administrator of General Services Administration and Hon. Car! 
Havden, chairman of the Senate subcommittee of the Senate Committee o: 
Appropriations. 


The above resolution was unanimously adopted at the regular meeting of the 
department executive committee, held April 28, 1955. 
James J. Murpny, 
Department Adjutant, the American Legion, 
Department of District of Columbia 


TITLE V OF 1952 ACT, FEES AND CHARGES 


STATEMENT OF DONALD C. BEELAR, CHAIRMAN, NATIONAL 
COMMITTEE OF THE AMERICAN BAR ASSOCIATION'S SECTION 
OF ADMINISTRATIVE LAW; ACCOMPANIED BY ROBERT M. 
BENJAMIN, CHAIRMAN, SECTION OF ADMINISTRATIVE LAW 
OF THE AMERICAN BAR ASSOCIATION 


PREPARED STATEMENT 


Senator MaGnuson. We will put vour full statement in the record. 
Mr. Brevar. Thank you very much. 
(The statement referred to follows:) 
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STATEMENT ON BEHALF OF THE AMERICAN Bar ASSOCIATION 
Re AGency Frees AND CHARGES 


Presented by Donald C. Beelar, Chairman, the National Committee, Section of 
Administrative Law; Accompanied by Robert M. Benjamin, Chairman, Section 
of Administrative Law 


My name is Donald C. Beelar! and I appear before your committee in the 
capacity of chairman of the national committee of the American Bar Association’s 
-ection of administrative law. 

Appearing with me is Mr. Robert M. Benjamin,? of New York City. He is 
chairman of the section of administrative law of the American Bar Association. 

We desire to express our appreciation to the committee for inviting us to appear 
here and report on the action taken by the American Bar Association on the sub- 
ject of fees and charges of Federal agencies. 

The American Bar Association, at its midyear meeting in Chicago, on February 
21, 1955, adopted the following resolution: 

“7. Resolved, That the American Bar Association urges the repeal of title V, 
entitled ‘Fees and charges,’ of the Independent Offices Appropriations Act, 1952 
65 Stat. 268, 290); and 

“Further resolved, That in the opinion of the American Bar Association no 
schedule of agency fees and charges of the character specified in said title V should 
he adopted unless first authorized by specific legislation dealing with the particular 
subject matter or agency; and 

“Further resolved, That the section of administrative law be authorized to take 
appropriate action in behalf of the association to make these views effective.” 

A copy of this resoluticn was sent to this committee by letter of March 22, 1955, 
from Mr. Joseph D. Stecher, secretary of our association. 

As stated in the above resolution, the American Bar Association urges the 
repeal of title V of the Independent Offices Appropriation Act cf 1952. The 
reason for this position was summarized in the report of our section of adminis- 
trative law to the house of delegates of the association as follows: 

“In the considered view of the section the propriety of agency charges of this 
character must depend on the particular nature of the agency activity involved, 
its relation to public and private interests, and other variable factors. Any 


general program of recovering from those subject to administrative agency 
procedures ‘to the full extent possible, the aggregate cost incurred in the conduct 
of these activities’ is in our view unjustified as a matter of publie pclicy. We are 
of the opinion, further, that the only proper way of dealing with this matter is for 
the Congress to prescribe either the fees to be charged in particular matters or the 
detailed method by which, and the limitations under which, the agency may 


’ 


properly determine the fees to be charged in particular matters.’ 
THE PRESENT LEGISLATIVE SITUATION 


I should like to outline the legislative situation on this subject, which is some- 
what unique. 

(a) In August 31, 1951, Congress enacted title V in the Independent Offices 
Appropriations Act, 1952. (See appendix A hereto.) 

b) On November 5, 1953, a Bureau of the Budget circular A-25 was dispatched 
to the various agencies instructing them severally to initiate action for the adoption 
of schedules of fees and charges, 

c) Reginning in January and February 1954, notices of proposed rulemaking 
including proposed schedule of charges, began to appear in the Federal Register. 
For example, one of the earliest agencies to respond was the Federal Communica- 
tions Commission. Its notice was released January 28, 1954. 

(ad) On February 9, 1954, Senator Johnson of Colorado introduced 8. 2926 to 
authorize the Federal Communications Commission to impose nominal fees on 
certain specified authorizations. (Related bills were S. 3203 and H. R. 7842.) 

e) On March 16-17, 1954, hearings were held on S. 2926 before the Senate 
Interstate and Foreign Commerce Committee which on March 24 adopted a 
committee resolution stating in substance that it was the sense of that committee 
“that the Federal Communications Commission should suspend until July 1, 1955, 


Mr. Beelar is a partner in the firm of Kirkland, Fleming, Green, Martin & Ellis; offices in the World 

nter Building, Washington 6, D.C. 

Mr. Benjamin is a partner in the firm of Parker, Duryee, Benjamin, Zunino & Malone with offices at 
) East 44th Street, New York City. 





5340 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


the proceedings involving fees and charges.’”’ The committee observed that this 
subject presented ‘‘basic questions with regard to the fundamental philosophy of 
regulation.” 

(f) On March 30, 1954, we are advised that the Senate committee adopted 
similar resolutions addressed to other agencies which by that time had rulemaking 
proceedings outstanding, including, as we recall, the Interstate Commerce Com- 
mission, the Civii Aeronauties Board, and others. 

Since the committee resolutions of the previous Congress expire July 1, 1955, 
it seems appropriate that some action be taken by Congress prior to that date 
Our studies indicate that this subject is one on which there exists widespread 
misunderstanding and misinformation. 

The American Bar Association urges that title V of the 1952 act be repealed 

Repeal of title V would allow a ‘‘clean slate’? approach to the problem. There 
after, if any program for agency fees and charges is to be adopted, it is the view 
of the American Bar Association that 

1. The congressional authorization for fees and charges should be by 
means of specific legislation, and should deal with the particular subject 
matter involved. 

2. The legislation should either specify the schedule of fees and charges 
to be imposed or carefully delimit the authority delegated to the agency 
for their imposition, and enumerate insofar as practical the services under 
the charge category. 

3. The adoption of legislation for such a program should be preceded by 
congressional hearings with opportunity for the interested agencies and 
persons to appear and be heard. 

Only by procedures such as above outlined will we achieve adequate under- 
standing and acceptance necessary and advisable to the inauguration of such a 
far-reaching program. 

THE DELEGATION IS TOO BROAD 


The delegation of authority contained in title V of the 1952 act is too broad 
and too indefinite to properly canalize agency action. The head of each agency 
is authorized to prescribe ‘‘such fees, charge, or price, if any, as he shall 
determine.’’ The matters subject to this authority are stated to include “any 
work, service, publication, report, document, benefit. privilege, authority, use, 
franchise, license, permit, certificate, registration, or similar thing of value or 
utility performed, furnished, provided, granted, prepared, or issued by any Federal 
agency * * * to or for any person.” 

The intent expressed in this legislation is that each agency as to such work or 
service shall be “self-sustaining to the full extent possible.” 

It is difficult to imagine a broader delegation of legislative authority. The 
statute seems to authorize the agency head to determine whether or not any fee 
will be charged. And, the work or service subject to charge can be interpreted 
to cover almost everything or almost nothing. It is quite impractical from the 
terms of the act to determine what properly may be included or excluded either 
between agencies or within any one agency. The present statute is not 2onfined 
to those instances where special benefits accrue to a particular interest as con- 
trasted with those regulatory functions which are inherently governmental, 


SENATE REPORT, NO. 2120, 81ST CONGRESS, SUBJECT: “‘FEES FOR SPECIAL SERVICES” 


The most comprehensive study of this subject with which we are familiar 
appears in the 1950 report by Senator McClellan’s Committee on Expenditures 
in the Executive Departments. This committee made a detailed study of the 
practicability and propriety for establishing fees for ageney services. This com- 
mittee collected information from 12 departments and agencies. The committee 
found that there were three broad categories of services which might be studied 
with the view of establishing charges. 

‘First, there are these which are considered to be for the general good and for 
which no fees are recommended, except, of course, where the basic statutes have 
provided for the imposition of fees; second, there is a group of services for which 
fees are presently charged either pursuant to law or administrative regulation 
issued under general enabling legislation; and third, there are services which the 
agencies characterize as services te special interests but for which no fees are now 
being charged because of lack of authority therefor.” 

The Senator McClellan committee then reached two significant conclusions: 

‘The study has, however, demonstrated clearly that the field is far tco broad 
to be covered by general legislation; it must instead, if practical results are to be 
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obtained, be covered by individual acts of Congress drafted by specialists in special 
fields. This report should provide a useful guide to the standing committees of 
the Congress having such jurisdictional authority. 

* * * * * * * 

“The committee does not herein aline itself either for or against the assessment 
of fees. Such a decision can prudently be made only after full and exhaustive 
hearings. There is no doubt, however, that of the 12 agencies included in this 
study, some render services the benefits of which accrue wholly to special interests 
whieh derive therefrom the means of financial success. The committee does 
incline to the view that, in such instances, the cost to which the Government is 
put should be borne by the beneficiaries. Where there is joint benefit to a par- 
ticular beneficiary and to all of the people, the cost should be equitably divided, 
and where there is doubt as to the degree of preponderance of benefit, there 
should be no fee.”’ 

The conclusions which we believe are supported by the findings of Senator 
MeClellan’s committee are these: 

1. The establishment of agency tees should be approached on a case-by- 
case basis and preceded by hearings before the appropriate committee of 
Congress. 

2. No system of fees should be established for services which are funda- 
mentally, inherently and traditionally governmental in character. 

3. The establishment of fees and charges, if authorized, should be limited 
to those services where some private gain accrues to a special interest dis- 
associated from any overriding public benefit. 

The McClellan committee report concluded, as to services which jointly benefit 
particular interests and the public at large, any doubt should be resolved in favor 
of no fee, 

We would suggest one other consideration which seems inherent in such a pro- 
gram. If agencies are to be put on a self-supporting basis, Congress should evalu- 
ate the net return of the Government. For example, a substantial amount of 
such fees would be a deductible expense. Quite an additional overhead would 
be incurred by Government agencies, some of which have no organization or 
experience in such matters. There would be substantial additional expenses 
imposed on persons dealing with Government agencies. Aside from these eco- 
nomie considerations, there is the overriding policy question of transferring the 
costs of the regulatory agencies upon the persons regulated. This problem may 
be illustrated by the saying, “he who pays the fiddler is going to call the tune.’’ 
In the field of radio, for example, Congress has been careful to avoid recognizing 
any property interest in a station authorization. In the 72d Congress, the Senate 
committee in reporting on H. R. 7716 to amend the Radio Act of 1927 added to 
this bill specific authority for assessing filing fees which were enumerated in 8 
pages of that bill, and estimated to yield $700,000. Although favorably reported, 
this proposal failed. 

HEARINGS ON S. 2926, MARCH 1954 


The hearings held by the Senate committee last March on this subject were 
directed specifically to the Federal Communications Commission and its pro- 
posed schedule of charges. Perhaps a few comments on this proposal would 
serve to illustrate the breadth and variety of this problem. We intend no word 
of criticism of that agency. On the contrary, the FCC was out in front in 
attempting to comply with the Budget Bureau circular. It just so happened 
that the FCC found itself ‘‘on target’? before the Senate committee in these 
hearings. The FCC’s notice of proposed rulemaking, including its schedule of 
fees and charges, appears at pages 9 to 12 of the committee hearings. The 
schedule is subdivided into broadcast services, safety and special radio services, 
and common carrier services. 

In arriving at this schedule, the FCC decided that 45 pereent of its total 
budget was related to licensing activities. It then decided to be 45 percent 
self-sufficient. All licensing activities were put on a charge basis, differing only 
as to amount, and without regard to the distinction between special interests 
and cther categories of obvious public character. In the field of radio, and 
excluding wire services, the FCC charges would fall upon 46,000 marine sta- 
tions, 40,000 aviation stations, 21,000 industrial stations, 15,000 public service 
stations, 14,000 land transportation stations, 123,000 amateur stations, 1,600 
common e¢arrier stations, 600 experimental radio stations, 6,000 radio broadcast 
stations, and 962,000 radio operators. The only concession made to differences 
between these groups was the amount of the charge. For example: 
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os 


(a) The fee for an AM station was made the same as an FM station. During 
fiscal year 1954, the number of FM stations on the air was reduced by 32. 

(b) The same charge was levied for television stations both UHF and VHF. 
Congress is currently trying to find ways and means of assisting the UHF stations, 
e. g., Minimizing excise taxes 

(c) The most numerous class of radio station is in the safety service. This 
includes marine, aviation, police, fire, forestry conservation, highway maintenance, 
special emergency and State guard. The public categories of stations are licensed 
to States, counties, cities, and a variety of service organizations. The Commission 
placed its licensing activities for these categories of stations on a charge basis. 

(d) In several situations, the Government will find itself on the paying and 
receiving end of agency charges. For example, where the cost of the author- 
ization is chargeable to a Government contract or where the authorization is used 
in an activity under Federal subsidy. 

(ec) An examination of the FCC licensing activities would reveal a substantial 
number of filings which are really unnecessary and a substantial number which 
are for the benefit of the agency and not the person regulated. 

The few examples above may serve to illustrate the advisability of more de- 
tailed legislative treatment of this subject before sanctioning any government- 
wide imposition of fees on millions of persons and business activities of this 
Nation. 

CONCLUSION 


For the above outlined reasons, the American Bar Association earnestly urge 
repeal of title V of the 1952 act. 

If this cannot be done by some appropriate legislative procedure prior to July 1, 
1955, we strongly suggest that the existing postponement be continued in effect, 
at least to the adjournment of this Congress. 


APPENDIX A 
“Tirte V—FEES AND CHARGES 
5 U.S. C. § 140, 65 Stat. 290) 


“Tt is the sense of the Congress that any work, service, publication, report, 
document, benefit, privilege, authority, use, franchise, license, permit, certificate, 
registration, or similar thing of value or utility performed, furnished, provided, 
granted, prepared, or issued by any Federal agency (including wholly owned Gov- 
ernment corporations as defined in the Government Corporation Control Act of 
1945) to or for any persons (including groups, associations, organizations, partner- 
ships, corporations, or businesses), except those engaged in the transaction of 
official business of the Government, shall be self-sustaining to the full extent 
possible, and the head of each Federal agency is authorized by regulation (which, 
in the case of agencies in the executive branch, shal! be as uniform as practicable 

subject to such policies as the President may prescribe) to prescribe therefor 

1 fee, charge, or price, if any, as he shall determine, in case none exists, or re- 

» of an existing one, to be fair and equitable taking into con- 

sideration direct and indirect cost to the Government, value to the recipient, 
public policy or interest served, and other pertinent facts, and any amount so 
determined or redetermined shall be collected and paid into the Treasurv as 
miscellaneous receipts: Provided, That nothing contained in this title shall repeal 
or modify existing statutes prohibiting the collection, fixing the amount, or direct- 
ing the disposition of any fee, charge or price: Provided further, That nothing 

contained in this title shall repeal or modify existing statutes prescribing bases for 
calculation of any fee, charge or price, but this proviso shall not restrict the re- 
determination or recaleulation in accordance with the prescribed bases of the 


amount of any such fee, charge or price.”’ 


GENERAL STATEMENT 


Mr. Bertar. My name is Donald C. Beelar. I am appearing 
here as chairman of the national committee of the American Bar 
4a 9th ’s cact] f administrative law Witl >is Mr. Robert 
sssociation’s section Of admunistrative law. ith me is Mr. AobdDert 
MI. Benjamin of New York City who is chairman of the section of 
administrative law. We would like to express our appreciation for 
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the opportunity to be here. I will just go over the highlights of our 
statement since it will be in the record. 


REPEAL OF TITLE V 


Our association, after considerable study of this problem, adopted 
a resolution at its midyear meeting in Chicago, in February, urging 
the repeal of Title V, Fees and C harges, which was a rider in the 
Independent Offices Appropriation Act of 1952. 

Senator MaGnuson. Has it been in previous acts? 

Mr. Cooper. No; that is the one act. 

Mr. Berar. Our resolution is as follows: We believe that 
no schedule of agency fees and charges of the character specified in said title V 
should be adopted unless first authorized by specific legislation dealing with the 
particular subject-matter or agency. 

A copy of our resolution has been filed with the committee and with 
other committees of Congress. 

Let me just. briefly outline the legislative situation. In August 
1951 this rider was adopted. In November 1953 the Bureau of the 
Budget sent out a circular to the various agencies instructing them 
to establish fees and charges or to revise those if they had existing 
authority, et cetera. 

Senator Maagnuson. Based upon title V, of course? 

Mr. Beetar. Yes. Then in January and February of last year 
notices of proposed new rule making containing schedules of fees 
began to appear in the Federal Register. One of the earliest was the 
Federal Communications Commission. Promptiy thereafter S. 2926 
was introduced on February 9 by Senator Johnson, which would have 
authorized the Federal Communications Commission to establish 
nominal fees; whereas, the appropriation rider required establishing 
fees to make a variety of services self-sustaining to the full extent 
possible. 

So hearings were held last March 16 and 17, and as a result of those 
hearings that committee, the Interstate and Foreign Commerce Com- 
mittee of the Senate, adopted a committee resolution which told the 
Federal Communications Commission to postpone any consideration 
of its schedule fees and charges until July 1, 1955. On March 30 of 
1954, the committee also adopted similar resolutions which it sent to 
the other agencies such as the Interstate Commerce Commission, 
Civil Aeronautics Board. 

Senator Magnuson. I recall that. Of course, we only could send 
them to those agencies under our control. I am speaking now of 
Interstate and Foreign Commerce control. Now some of these 
independent agencies that I am now hearing as chairman of this com- 
mittee do not come under the jurisdiction of the Interstate and Foreign 
Commerce Committee, but it happens a great number of them do. 

Mr. Beevar. That is right. So we have a situation today where 
there has been a stop order issued which expires this July 1. So, un- 
less something is done the agencies may be obliged to reactivate these 
rule making proceedings which the other committee thought should 
be more extensively reviewed. 

Senator Magnuson. I suppose you came to the right place because 
I have both ends of this thing. 

Mr. Brexar. We are gratified with that situation. 
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Senator MaGnuson. The chairman of the full Appropriations 
Committee, I believe, answered Mr. Stecher, secretary of the Bar 
Association, about this matter. I just quote a part of his letter. 
He says: 


There are yet many legislative problems to be considered, particularly in con- 
nection with licensing privileges under the regulatory commissions, and I have no 
exact figures on the amount of additional revenue that has resulted from the 
enactment of title V. But on the whole, I believe the committee is satisfied with 
the results that have been obtained, and is hopeful that further revenue can be 
obtained in the future as a result thereof and of similar legislation, 

I note the first item in your resolution urges repeal of title V. I believe under 
the rules of the Senate prohibiting legislation'on an appropriation bill, that. it 
would be difficult for this committee to add a repeal provision to the independent 
offices bill as it has come from the House. Such proposal for repeal, I presume, 
would be the province of the Committee on Government Operations. 


(The letter referred to follows:) 
APRIL 4, 1955 
Mr. Joseru D. STECHER, 
Secretary, American Bar Association, 
Chicago 37, Ill. 

DEAR MR. STECHER: I have your letter of March 22, 1955, enclosing a resolu- 

tion adopted by the house of delegates of the American Bar Association urging 
repeal of title V, entitled ‘‘Fees and Charges’’ of the Independent Offices Appro- 
priation Act, 1952. 
_ In enacting title V, this committee went along with the House Appropriations 
Committee in an attempt to authorize and encourage the charging or increasing 
of fees to the extent permitted under basic laws, in order that the services or prod- 
ucts involved shall be self-sustaining to the full extent possible. It was considered 
attractive to the appropriations committee, since the increased revenues obtain 
able could be reflected in decreased net cost to produce the product or perform 
the service. Stucies to that end, previously requested by the Committee on 
Government Operations of the Senate and the Committee on Ways and Means of 
the House to be mace by the Bureau of the Budget, resulting in estimates of 
$50 million additional revenue from such corrected fees and charges, for a total! 
of over $300 million to be received from such fees and charges. 

There are yet many legislative problems to be considered, particularly in con- 
nection with licensing privileges under the regulatory commissions, and I have no 
exact figures on the amount of adcitional revenue that has resulted from the enact- 
ment of title V. But on the whole, I believe the committee is satisfied with the 
results that have been obtained, and is hopeful that further revenue can be ob- 
tained in the future as a result thereof and of similar legislation. 

I note the first item in your resolution urges repeal of title V. I believe under 
the rules of the Senate prohibiting legislation on an appropriation bill, that it 
would be difficult for this committee to add a repeal provision to the independent 
offices bill as it has come from the House. Such proposal for repeal, I presume 
would be the province of the Committee on Government Operations. 

The second item in your resolution opposes any schedule of fees and charges 
unless first authorized by specific legislation. I am advised that only such fees 
and charges as are authorized, are now being charged, and that other types o/ 
charges are under consideration by the legislative committees. 

The third item in your resolution authorizes the association to appear in behalf 
of your views. For that purpose, I am referring your letter to Senator Warren G. 
Magnuson, chairman of the subcommittee, for his consideration when hearings are 
held on the incependent offices appropriation bill for 1956. 

Very sincerely yours, 


. Cart HaypeEn, Chairman. 


Marcu 31, 1955. 
Mr. Josepw D. STecueER, 
American Bar Association, Chicago 37, Ill. 
DraR Mr. Srecuer: I have your recent letter with which you transmitted the 
resolution adopted by the administrative section of the Bar Association. J am 
transmitting this to the clerk of the Cominittee on Appropriations for Independ- 
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ent Offices. I have instructed him to insure that this be brought to my attention 
when hearings get underway. As chairman of the subcommittee handling the 
matter, I can assure vou it will receive consideration. 
Best regards. 
Sincerely, 
WARREN G. MAGNUSON, 
United States Senator. 


AMERICAN Bar AssociaTION, 
Chicago, Ill., March 22, 1955. 
Hon. WARREN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrmMan: Enclosed is a certified copy of a resolution urging the 
repeal of title V, entitled ‘‘Fees and Charges’’, of the Independent Offices Appro- 
priations Act, which was adopted by the house of delegates of the American Bar 
Association at its recent midyear meeting upon recommendation of the section 
of administrative law. 


This is being transmitted for your information and any action which may be 
appropriate. Copies of the resolution are also being sent to each member of the 


Committee on Interstate and Foreign Commerce. 
Sincerely yours, 


JosepH D. STEcHER, Secretary. 


RESOLUTION ADOPTED BY THE HOUSE OF DELEGATES ON RECOMMENDATION OF 
THE SECTION OF ADMINISTRATIVE Law, FEBRUARY 21, 1955 
Resolved, That the American Bar Association urges the repeal of title V, entitled 


‘Fees and Charges,” of the Independent Offices Appropriations Act, 1952 (65 
Stat. 268, 290); and 

Further resolved, That in the opinion of the American Bar Association no sched- 
ule of agency fees and charges of the character specified in said title V should be 
adopted unless first authorized by specific legislation dealing with the particular 
subject matter or agency; and 

Further resolved, That the section of administrative law be authorized to take 
appropriate action in behalf of the association to make these views effective. 

hereby certify that the above is a true and correct copy of the resolution 

adopted by the house of delegates. 


Joserpn D. Strecuer, Secretary. 

Dated March 22, 1955. 

Mr. Breexar. Sir, we checked with the staff of the Committee on 
Government Operations and ascertained that that committee in 1950 
had conducted a study of this subject on a broad basis and filed a 
report (No. 2120), and that they considered that they had disposed of 
this subject and it was thereafter up to the legislative committees to 
look into it. As to the first part of that letter just read, I would like 
to make it clear—— 

Senator MaGnuson. Of course, in 1950 that was before title V? 

Mr. Beextar. Yes. In other words, it preeeded—— 

Senator MaGnuson. Whatever the problem is, it stems from title V 
as of 1951. 

Mr. Brensamin. Except that title V reached a wholly different 
result than Senator McClellan's committee recommended. 

Senator MaGNuson. Sometimes the committees up here do not 
necessarily agree with each other. 

Mr. Breriar. May I explain that our resolution is not directed to 
those situations where there is particular authority in a statute for an 
agency to make changes. We are not addressing ourselves to that 
subject. I think that is the one that Senator Hayden is referring to 
in the first part of the letter. 
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Our view is that title V should be repealed, we should start with 
a clean slate, and that if a program of fees and charges is to be adopted 
we feel that. first, the congressional authorization should be by means 
of specific legislation and should deal with the particular subject 
matter: second, we fecl that the legislation should either specify the 
schedule of fees and charges proposed or carefully delimit the authority 
delegated. 

We believe that the adoption of a legislative program should be 
preceded by hearings, congressional hearings, where the interested 
agencies and persons affected could express their views. Until we 
have a legislative base of that kind we do not think that we will have 
adequate understanding and acceptance of this broad program by 
the people at large. 

Our statement discusses what we think are deficiencies of title V. 
We have enumerated here the report of the McClellan committee in 
1950 which is the overall study of the subject. I might just state 
that that committee, as we read its report, concluded that the estab- 
lishment of agency fees should be approached on a case-by-case basis, 
and second, that no system should be established for services which 
are fundamentally governmental in character and that the establish- 
ment of fees and charges, if authorized, should be limited to those 
services where some private gain accrues to special interest disasso- 
ciated from a major benefit to the public at large, and in case of 
doubt no fee should be established. We raise here certain other 
considerations of a policy nature. There is a broad question of 
transferring the funds for these agencies to the industries regulated. 
It raises substantial questions which may be illustrated by the saying 
that “he who pays the fiddler is going to call the tune,” and that 
sort of thing. 

Our statement cites the experience of Congress in 1982 when Sena- 
tor Dill’s committee recommended establishing fees in radio broad- 
casting, which was not adopted. 

The Senate hearings last year had before it only the schedule of 
foes of the Federal Communications Commission. That agency when 
‘t received these instructions made a study of its various activities 
and decided that about 45 percent of its budget could be attributed 
to licensing activities. It then decided it was 45 percent self-suffi- 
cient. It put all licensing activities on a fee basis. The only differ- 
ence was as to the amount of the charge. 

In other words, this applied just in radio, leaving out wire. It 
applied to the 46,000 marine stations, the 40,000 aviation stations, 
the 21.000 industrial stations, the 15,000 public service stations—that 
includes State stations, county stations, city stations, fire, police (all 
of them had to pay a fee)—the 14,000 land transportation stations, 
123.000 amateur stations, 1,600 common carrier stations, 600 experi- 
mental stations, some in universities, 6,000 radio broadcasting sta- 
tions, and nearly 1 million radio operators that were all put on a fee 
basis. 

The only concession made, as I said, was the difference in charges. 
I am sure that that agency did as good a job as could be expected 
under the circumstances, but let me just illustrate the problems that 
arise under a broadside delegation of authority such as this. They 
charge the same fee for FM radio stations, AM radio stations, and 
television stations. In television stations they made no distinction 
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between VHF and UHF. We know that the number of FM stations 
are being reduced. We know that Congress is concerned with the 
UHF station problem. 

Here one agency 1s putting a $750 charge or more on them, whereas 
Congress is trying to find a way to give them benefit of an excise tax 
reduction. ‘The most numerous classes of radio stations are in safety 
service. Many of those yield no financial gain to the licensee. Many 
of them are operated for public services and safety services. For 
example, about 200 radio aids to navigation which are operated in 
isolated places by a State, city, or an airline in order to bring service 
there, yields no return, but they would have be put on a fee basis. 

Senator Maanuson. We went into a great deal of that, not in the 
Appropriations Committee but in the Interstate and Foreign Com- 
merce Committee. Of course, that was the question of enforcement, 
the question of administrative cost and many other things. But I do 
think that probably the best approach here would be that this should 
be what you suggest. Before we embark upon such a thing as this 
as a governmental policy, it ought to be subject to general legislation. 


OPPORTUNITY TO BE HEARD 


Mr. Breevar. Exactly, Mr. Chairman, because then if an industry 
is considered by Congress, it knows what is going to be expected, it 
accepts that situation; it has had a chance to be heard. 

Senator MaGnuson. Of course, the whole question of the Govern- 
ment charging fees is a historical one, dating back to the question of 
the controversy over head tax for immigrants and things of that kind, 
charging fees. It becomes in the nature of taxation, in a sense, for a 
Government service. 

Mr. Bensamin. There are enormous variations in the kind of 
things you might charge for. The budget circular was even more 
broadside than title V, and it just hit the whole thing to the fullest 
extent possible. You were supposed to recover the cost of licensing 
regulations, Whatever the function. 

Senator Maanuson. I do think that Senator Hayden, and I do have 
a great respect for his legislative procedures, believes that we would 
probably run into legislative difficulty if we attempted in an appro- 
priation bill to suggest the repeal of something. 

Mr. Bengamin. We do not know just where to go with it. Senator 
Hayden said he was referring it to your subcommittee, and we are 
very glad to have an opportunity to come here. 

Senator Macnuson. I appreciate that because it did get in one 
appropriation bill. It is not in this one, and we would be suggesting a 
repeal of something that was in a 1951 appropriation bill. I doubt if 
we would have the authority. That title was put in by the House, 
too, and we went along with it. 

Mr. Bensamin. We thought at least this committee should know 
about it. 

Senator MaaGnuson. We will take a look at it. 


COMMUNICATIONS 


Letters received on this same subject from the Federal Power Bar 
Association and the Lake Carriers Association will be placed in the 
record. 
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(The letters referred to follow:) 


FEDERAL Power Bar Association, 
Washington 6, D. C., May 19, 1955. 
Re Hearing on recommendation of the American Bar Association with respect 
to title V of the Independent Offices Administration Act of 1952, 65 Stat 
268, 290. 
Senator CaRL HayYDEN, 
Chairman, Senate Appropriations Committee, 


The Capitol, Washington, D. C. 


DEAR SENATOR HayDEN: It is respectfully requested that the following state- 
ment submitted on behalf of the Federal Power Bar Association be filed in con- 
nection with the hearing to be held on the above-entitled matter. 


Statement submitted on behalf of the Federal Power Bar Association in support of 
the recommendation of the American Bar Association that title V of the Inde- 
pendent Offices Administration Act of 1952, be re pealed 


Pursuant to action taken by its executive committee, I have been authorized 
to state on behalf of the Federal Power Bar Association that this association 
supports the recommendation of the American Bar Association that title V_ of 
the Independent Offices Administration Act of 1952 (65 Stat. 268, 290) be repealed 

The membership of the Federal Power Bar Association is composed of approxi- 
mately 320 attorneys engaged in practice before the Federal Power Commission 
Since the membership has not been polled in this matter, the action taken by its 
executive committee on behalf of this association is not to be construed as repre- 
senting the individual view of all members of the association. 

Respectfully submitted. 

Epwin F. Russewi, President. 


JOHNSON, BRANAND & JAEGER, 
Cleveland 18, Ohio, May 11, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government Matters, 
Committee on. Appropriations, United States Senate, Washington, D. C. 


Dear Sir: It is my understanding that vour subcommittee will shortly give 
consideration to a proposal for the repeal of title V of the Independent Offices 
Appropriations Act, 1952 (5 U. 8. C. A. 140). You will recall perhaps that last 
year the Senate Committee on Interstate and Foreign Commerce gave con- 
sideration to a measure, 8. 2926, introduced by former Senator Johnson of Colo- 
rado. That bill proposed an amendment to the Communications Act of 1934 to 
provide for the imposition of nominal charges or fees by the Federal Communica- 
tions Commission for inspection, certification, registration, licenses, permits or 
applications provided or issued by the Commission. Hearings were held on that 
bill by the Committee on Interstate and Foreign Commerce. I appeared before 
the committee on behalf of Lake Carriers’ Association and expressed objection 
to the bill for the reason, if enacted, the bill would impose fees and charges for 
services rendered in connection with safety of navigation. I pointed out that 
imposition of such fees would be contrary to a long-established policy against the 
prescription of fees and charges for inspections, certifications, and licenses issued 
under the navigation laws by the Coast Guard in matters pertaining to safety of 
navigation. 

It is my understanding that the consideration of S. 2926 led to the adoption 
by the Senate Committee on Interstate and Foreign Commerce of a resolution 
urging the Coast Guard, the Department of Commerce, and certain other agencies 
to suspend until July 1, 1955, any pending or proposed proceeding involving the 
imposition of fees and charges pursuant to title V of the Independent Offices 
Appropriations Act of 1952. Lake Carriers’ Association believed that the reso- 
lution was meritorious for the reason that it deterred action on the part of those 
agencies to impose fees and charges, irrespective of the relationship of the services 
to safety of navigation. 

Lake Carriers’ Association believes that title V of the Independent Offices 
Appropriations Act, 1952, should be repealed. The overall direction contained 
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in that provision disregards established policy with respect to licensing, inspection 
and certification services rendered in connection with safety of life and property. 
That policy should not be lightly set aside. Your bringing this letter to the 
attention of your subcommittee will be very much appreciated. 
Very truly yours, 
GILBERT R. JOHNSON, 
Counsel, Lake Carriers’ Association. 


FrepEeERAL Crvit DEFENSE ADMINISTRATION 


RESOLUTION OF UNITED STATES CONFERENCE OF MAYORS 


Senator Magnuson. A resolution adopted by the United States 
Conference of Mayors on the subject of civil defense has been received 
and will be placed in the record. 

(The resolution referred to follows:) 


THe UNITED States CONFERENCE OF Mayors, 
Washington 6, D. C., May 25, 1955. 
CLERK, SENATE APPROPRIATIONS SUBCOMMITTEE ON INDEPENDENT OFFICES, 
Senate Office Building, Washington, D. C. 

Dear Sir: [ submit the resolution on civil defense unanimously approved on 
Saturday, May 21, in New York City at the annual conference of the United 
States Conference of Mayors. It would be appreciated if this resolution were 
placed in the record of the present hearings. 

I am 

Very truly yours, 
Pau. V. Betrrers, 
Executive Vice President. 
Civit DEFENSE 


The imperative need for an immediate reevaluation of civil defense organization, 
policies, procedures, and administration is clearly recognized. The recent request 
of the President for an appropriation to conduct a study in all of the major poten- 
tial target areas is strongly supported. The whole question of specific Federal, 
State, and city responsibilities cannot be sidestepped and must be honestly and 
courageously faced. Our cities will cooperate in the proposed reevaluation and it 
is earnestly hoped that within the very near future civil defense can be established 
on a realistic, practical, and workable foundation. 

Unanimously approved, 1955 annual conference, the United States Conference 
of Mayors, the Waldorf-Astoria, New York City, May 21, 1955. 


Senator MaGnuson. The committee will recess at this time. 
(Whereupon, at 5:15 p. m., Friday, May 20, 1955, a recess was taken 
until Wednesday, May 25, 1955, at 2 p. m.) 
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WEDNESDAY, MAY 25, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2:30 p. m., pursuant to call, in room G-16 
the Capitol, Hon. Warren G. Magnuson, chairman of the subcommit- 
tee, presiding. 
Present: Senator Magnuson. 


FEDERAL COMMUNICATIONS COMMISSION 
STATEMENT OF GEORGE C. McCONNAUGHEY, CHAIRMAN 


STATEMENT BY SENATOR MAGNUSON 


Senator MaGnuson. The committee will be in order. 

We have before us this afternoon the Federal Communications 
Commission. 

Mr. McConnaughey, we will be glad to hear from you now. 

First, for the purposes of the record, let me say that some days ago, 
on the Federal Communications Commission, we went into most “of 
the matters relating to their appropriation, except two items: One, 
the $80,000 for a general investigation of the problems involved in 
some of the network applications and so forth; and the other, the 
$90,000 which was on the question of backlogs. 

Mr. Chairman, addressing myself to the matter of Federal Com- 
munications, on the question of the $90,000 backlogs, as I understand, 
that was given to you by the House in addition to the amount the 
budget ree ommended? 

Mr. McConnavauey. Yes, sir; that is correct. 


BUDGET REQUEST 


Senator MaGnuson. Let me ask you this further question: Was 
this recommended by you to the budget, that is, by the Commission? 

Mr. McConnavcuey. The Commission had requested $7,240,930 
before the Bureau of the Budget. The Bureau of the Budget gave 
us $6,700,000. The House gave us $170,000 in addition to the 
$6,700,000, $80,000 of which “they stated would be for a study of 
network broadcasting, and $90,000 to take care of our backlog. 

Senator Magnuson. In other words, your request to the budget 
was for the amounts you thought would be needed to do these two 
things, take care of backlogs and the general study of the networks? 

Mr. McConnavGHeEY. No; not that alone; to take care of all of 
our regular operations. 
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Senator MaGnuson. But the budget cut down some of that, and 
the House did, in the restoration of the 80 and 90 the $170,000, for 
these purposes that you thought were a part of the general adminis- 
tration? 

Mr. McConnavuGuery. They were still a part of it. 

Senator MaGcnuson. And the Commission feels you can justify 
the use of that money? 

Mr. McConnauGuey. We certainly do. 

Senator MaGcnuson. Even though the budget did not allow it 
but the House did? 

Mr. McConnavuGuey. That is correct. 

Senator MaGnuson. | have no further questions on this matter, 
and apparently none of the other Senators do. They have all been 
asked to come here for this hearing, but apparently they were satisfied 
with the testimony given a few days ago in regard to the operation of 
the appropriation for the Federal Communications Commission. 

As far as I know we have no other witnesses, so the committee will 
be glad to consider it. 

Thank you very much. 

Mr. McConnavGuey. Thank you, sir. 


FEDERAL COMMUNICATIONS COMMISSION 


STATEMENT OF FRIEDA B. HENNOCK, MEMBER 
PROPOSED NETWORK STUDY 


Miss Hennock. | would like to be heard. 

Senator Magnuson. We will be glad to hear from you. Do you 
want to testify on this $80,000 and $90,000? 

Miss Hennock. Yes; | do. 

Senator Magnuson. We will be glad to hear from you. 

Miss Hennock. I have no prepared statement only because | 
have no help. I have just so many hours a day and I can only 
write so many dissents. 

Senator Magnuson. That is a common fault on the Hill here, too. 

Miss Hennock. I know it. I do not want to burden your record. 
I have submitted my report to you, Mr. Chairman, on the very 
critical state of television. I find it very confusing, from the majority 
report on this $80,000 study, as to what they intend to do. I did not 
vote on it on Monday. It came up suddenly and I was not at the 
session. That is no criticism because we have a great deal of work 
and I cannot always be at every session and the chairman cannot 
always get me there, either. So it is not his fault. 

Senator Maanuson. He is in about the same condition I am here. 

Miss Hennock. That is right. He is a very busy man, 

But I just want to tell you that I cannot quite make out, from 
reading this report on the proposed network study by the Commis- 
sion, what it intends to do, what it is undertaking to do. And since 
I have been pressing for a very active network investigation by the 
Senate to immediately help this critical condition of the most im- 
portant and dynamic industry of mass communications, I want to 
make sure that there is not any confusion in the minds of this com- 
mittee or the public as to what the commission is undertaking to do. 
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PROPOSAL OF COMMISSION 


Now, it seems to me, from reading this—I will give you the num- 
ber—this FCC “flimsy,” 55-605-19657, that the Commission pro- 
poses to undertake to study one particular phase of the overall net- 
work study and concentrate its resources on that aspect: 


The area in which the Commission feels there is the greatest need for developing 
factual data relates to the role of the networks in determining the economic well- 
being of broadcast stations. With the $80,000 appropriation we would set a 
staff of 10 persons to work analyzing network contracts on file with the Com- 
mission, interviewing station operators, and examining the files of the networks. 
We would expect that the information thus assembled would enable the Com- 
mission to pinpoint those aspects of the network problem which require most 
urgent and immediate attention. Until we have accumulated the necessary 
factual basis, we are not in a position to determine which among the many phases 
of network station relationships we might ultimately make the subject of a formal 
proceeding. 

In conclusion, therefore, we are faced with the choice of using the $80,000 as 
a starting point in a broad investigs ution or considering it as a total amount 
available for a narrow and limited inquiry. We strongly urge the former course. 


Meaning that is is just a starting point. 

I know that the Commission intends to take several years for this 
study, and it cites what happened in 1938. The Commission was 
asked to make a study by this committee of the Senate and made it, 
and it lasted from 1938 to 1941. Then they came out with a Com- 
mission report, and then it was not until 1943—that was a period of 
5 years, Senator—that these chain broadcasting rules, which are so 
outdated and outmoded and completely insufficient to do any good 
here, and furthermore only related to radio, that they were enacted. 
Under those rules we have never decided against a network once. 

Well, I say I have in the Don Lee case and so forth. But the Com- 
mission did not. And even if they had it would have been very 
ineffectual. Until we are operating under those chain broadcasting 
rules at this critical time, seeking a study that will take several years 
and have a very limited phase, just looking into network contracts 
and station relationships as regards those “contracts, and you saw 
how limited it is. 

VHF-UHF PROBLEMS 


Attached to this memo, however, is what is confusing, and I asked 
for clarification of it this morning, on a very crowded agenda, because 
I was a little bit concerned, when I saw VHF-UHF problems listed 
here and extending television by utilizing UHF space, getting into 
the whole set problem, to what extent is UHF handicapped by lack 
of receivers, extending television by more intensive use of VHF 
spectrum space and so forth. 

I would like to know what good that will do television 3 years from 
now, or the UHF operators who are in a critical sucess ihat are on 
the air today, and so forth. 

And I am not going through 12 pages of this memo, but I was 
informed by the Commission that I was wrong, that there is no 
intention of getting into any of this, which are the critical problems 
confronting television. This 12 page document is only showing you 
what should be done or what could be done perhaps. But that is not 
what the $80,000 is going to. 

Furthermore, I would consider it the number one ‘‘boondoggle”’ 
of the Nation. 
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If we, as a commission, decided to do a study where we are on UHF 
sets and come out with a report 3, 4, 5 years from now, because, 
believe me, these 106 stations that are just hanging by a thread on the 
air today, and these 20,000 sets that the public i is purchasing 6 days 
of the week—and those are mounting, by the way in sales—these 
sets that can only tune in 15 percent of the spectrum space, amount to 
over 500 thousand in number. 

Senator Maanuson. I think that we are getting a little confused 
here, Miss Hennock. I am here as a member of the appropriations 
committee to decide whether or not we should give the Commission 
and I am not alone, although the other members are not here 
$80,000 for a specific study that they listed there, limited study. 

The question of all these other matters that are involved there is 
the responsibility of another committee of the United States Senate 
which is undertaking an inquiry into all of the problems that you raise 
there, which many of us are in sympathy with. I hope that we will be 
able to proceed as rapidly as possible, now that we can get some of the 
pressing business of the Senate out of the way—and it is gradually 
getting out of the way every day—and the pressing business of the 
Interstate and Foreign Commerce Committee. 

We intend to proceed with that inquiry and to go into not only all 
of the matters that vou have suggested there, but many others. 

Miss Hennock. No, Mr. Chairman, I do not think I made myself 
clear; I agree with you. I understand your committee is dealing with 
the $80,000 appropriation. These are not my views, Mr. C hairman. 


NEED FOR APPROPRIATION 


Senator Macnuson. Would you suggest that we not give the 
$80,000? 

Miss Hennock. On the contrary. I voted to allow the Commission 
$80,000 because I agree with Commissioner Jones, who in his report 
stated that it was shameful that an agency that is here to regulate 
industries has less information about these industries than the 
industries themselves. 

Now, that is shameful. I would like to have—and I have been 
very hampered, I might say, on my own work about the lack of infor- 
mation due entirely to a lack of budget—-I would like this $80,000 
allotted to the Commission. This is not my memorandum, this is the 
Commission’s memorandum. And I want to clarify the fact that this 

$80,000 appropriation is for a very, very narrow study. 

Senator Macnuson. I think that the testimony is to that effect. 
I do not say they are going to get the $80,000. I am just saying they 
testified to the House and to the Senate what the 'y wanted the $80,000 
for. And the testimony speaks for itself, that it is for a very limited 
purpose. 

Miss Hennock. Correct. 

Senator MaGnuson. You cannot do much with $80,000 and 10 
people. 

Miss Hennock. I do not know. It all depends on the people. A 
couple of good questionnaires could do an awful lot, with a couple of 
good young economists. 

Senator Magnuson. You might be able to do well in the very 
limited field they are speaking of, but you certainly could not go into 
the broad field of all the multiple problems of radio and television. 





INDEPENDENT OFFICES APPROPRIATIONS, 1956 91919) 


Miss Hennock. Mr. Chairman, I just wanted to point out the 
exigencies of the whole picture, and they are these. 

Senator MaGnuson. | think it is clear what they are asking the 
$80,000 for. 

Miss Hennock. This memo that is attached to the flimsy and part 
of it has nothing to do with what the FCC is going to do, I was hoping 
that the United States Senate and you, as chairman of the other 
committee, would go into these problems that are attached to this 
flimsy that deals with the $80,000. 

Senator Maanuson. Has there been any suggestion made that we 
are not going to? 

Miss Hennock. Mr. Chairman, I would not sit on that commission 
and let this $80,000 request come up with this kind of flimsy attached 
and not call it to the attention of the committee. I felt it my duty 
to take the time out and serve in that fashion. I hope I am not im- 
posing. 

Senator Maagnuson. No. I just wanted to know if there is any 
suggestion we were not going to do this? 

Miss Hennock. I am glad to know there is not. There is not any 
on my part. 

Senator MaGnuson. Maybe your fears were a little unfounded. 

Miss Hennock. Mr. Chairman, | just wanted you to know that I 
am sure that if | am imposing on your time I did not mean to. Iam 
just so avidly interested in seeing the investigation take place as 
quickly as possible, and of the critical condition of these broadcasts 
I need not tell you because I am sure they are up here on the Hill. 
I sent a great many of them up here myself, because they are in such 
bad shape—— 

PURPOSE OF APPROPRIATION 


Senator MaGnuson. What | am irving to say is that the only ques- 
tion I have here is whether or not you think the Commission should 
have the $80,000 for the purposes they suggest. That is all I have 
to decide here. 

Miss Hennock. Not if they suggest these purposes, these 12 pages. 

Senator Magnuson. I do not think they could even touch that. 

Miss Hrennock. If it is the narrow study they are talking about, 
that is different. 

Senator Maanuson. It is my understanding that is all the Commis- 
sion intends to use it for. I may be wrong, but that was the testi- 
mony, and I am sure that was the understanding of the House com- 
mittee when they put it in, even though the budget had taken it out. 

Miss Hennock. Mr. Chairman, this is a new memo, submitted to 
us just today. This is the first time I had a chance to discuss it, and 
I wanted to call it to your attention very badly. 

Senator Maagnuson. The other matters are matters on which the 
other committee I suspect are going to do the best they can, with the 
small amount of money we have to look into these matters, and we 
intend to do so. So far as I know, speaking as one member of the 
committee, I am sure I can assure you of that. And I think I can add 
to that that we intend to do this to the FCC, too. But that is another 
matter. This is an appropriations committee. 

Miss Hennock. Mr. Chairman, I just want to make sure the 
$80,000 did not intend to cover all the networks and all the problems 
we are having. 
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Senator Magnuson. Thank you, Miss Hennock. 
Miss Hennock. Thank you, Senator. 
Senator MacGnuson. I want to put something into the record at 
this time. 
BACKLOG OF APPLICATIONS 


| informed other Senators about the fact that we are about to finish 
up the hearings on the FCC appropriation and these two particular 
items; that if they had any suggestions to make or questions to ask or 
statement to make, to do so. | have some other letters myself in the 
office. There are 2 here, 1 from Senator Robertson, of Virginia; and | 
from Senator Kefauver of Tennessee, which in both cases deal with 
the matter of backlogs. They both deal with backlogs, and most of 
those I have do so, too. I suppose they deal with complaints, legit- 
imate, or otherwise, of their own constituents, who feel there has been 
some lagging and delays in some of these matters. That is the purpose 
of the $90,000. 

I want to point out to the subcommittee on this appropriations that 
the question of backogs might involve another phase of the Commis- 
sion’s activity and there might be a possibility of suggesting that a 
further appropriation for some more help in one phase of it might clear 
up many of the numerous transferrals of these complaints by the 
Senators to me. 

J will put them all into the record, but I have only two here at the 
moment. 

(The letters referred to follow:) 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
May 23, 1956. 
Hon. WarRREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

Dear WarRREN: Thank you for your letter of the 20th concerning some special 
matters to be investigated in connection with the FCC and VA. I have no 
particular questions to ask about either. 

Two years ago the Chairman of the FCC said that if we would increase his 
appropriation new examiners would be employed and the backlog of television 
applications cleared up. Apparently, no real progress has been made in that 
behald during the intervening period. 

I have no definite information concerning the operation of VA _ hospitals. 
I believe, however, most of the complaints stem from the new congressional 
policy of limiting treatment to service-connected cases or those of total disability 
where the patient is unable to pay for private treatment. Certainly, we can’t 
undertake a policy of giving free medical treatment for life for every boy who 
served as much as 2 years in some military establishment. 

I shall endeavor to attend the hearings on May 25 but regret that I can’t be 
present on the afternoon of May 27 as I leave that afternoon with Speaker 
Rayburn for a party dinner in the Fourth Virginia Congressional District. 

With kindest personal regards, I am 

Sincerely yours, 
A. WiLuiIs ROBERTSON. 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
May 23, 1954. 
Hon. WarRREN G. MAGNUSON, 
Scnate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear Warren: In reply to vour letter of May 20, I regret that I will not be 

able to attend the hearings you have scheduled for May 25 and May 27 at 2 p. m. 
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The Senate Subcommittee on Juvenile Delinquency, under my chairmanship 
has scheduled hearings in New York on those dates which I plan to conduct. 

However, I am interested in seeing that sufficient funds are appropriated to 
the Veterans’ Administration so that they can maintain in sufficient number 
hospitals for service-connected disabled veterans and for those veterans who do 
not have the means to pay for hospital service. 

With regard to radio and TV allocations, there are numerous applications to 
establish radio and television stations in Tennessee before the FCC. I! am there- 
fore interested in seeing that sufficient funds are appropriated to the FCC so 
that they can process these applications as quickly and as equitably as possible. 

I know that you will give every consideration to my views when these matters 
are taken up by your subcommittee and I hope that questions will be developed 
along the lines to determine whether sufficient funds are being requested to keep 
the veterans hospital system and the FCC’s allocation program operating 
effectively and equitably. 

With kindest regards, I am 

Sincerely, 
ESTES. 

Senator Maanuson. Is there anything further? If not, the com- 
mittee will stand adjourned. We will keep the record open in case 
there is any further testimony on the FCC appropriations. 

And I want to announce today that 1 am very hopeful that we can 
finish the hearings on all these independent agencies by Friday. 
| know that you will bear with us because we have had 19 independent 
xgencies, and that is a big job. It is particularly a big job for me in 
view of the fact that I have another committee going, too. We then 
hope we will be able to mark up the bill sometime next week and get 
it to the floor as soon as possible so that we can have a conference, 
because there will always be differences between the two bills. 

It is the intention of the leadership of the Senate and the Appro- 
priation Committee’s chairman to be able to have, if we can, all of 
these appropriation bills, with maybe one or two exceptions, down 
to the White House for signature by June 15. 

Thank you very much. 


HovsinG aND Home Finance AGENCY 


PARTICIPATION BY STATE AGENCIES IN ADVANCE PLANNING PROGRAMS 


I have a letter from Mr. Cole on the advance planning programs 
that we will put in the record. 
(The letter referred to follows:) 


Hovsina AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., May 25, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


Dear Mr. CuarrMaAn: During the hearings held May 4 on the Independent 
Offices Appropriation bill, 1956, we had an exchange of conversation regarding 
participation by State agencies in the first and second advance planning programs. 

A check of our records reveals that State agencies in 28 States participated in 
the first advance planning program, and such agencies in 18 States in the second. 
The District of Columbia, Alaska, and Hawaii also participated in both programs. 

The enclosed table gives further information concerning the extent of participa- 
tion by State agencies, Territories, and the District. 

If you desire any additional information, we will be pleased to furnish same. 

Sincerely yours, 
ALBERT M. Cote, 


Administrator. 
Enclosure. 
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HovusING AND HoME FINANCE AGENCY, COMMUNITY FACILITIES ADMINISTRATION 


Summary of 1st and 2d program advances made to States and their agencies 


Plans com- 
pleted 


Advances 


Potal repaid 


Plans obsolete 


Number 
of Amount 
advances 


Num- 
ber 


Num- 
ber 


Num- 


Amount ber 


Amount Amount 


Alabama 
Arizona 
Arkansas 
Florida.. . 158, 
Georgia_-___-- a z 3 315, 
Idaho . é 26, 100 
Illinois : 149, 621 
Indiana , 568 
Kentucky , 383 
Louisiana , 798 
Maine , 646 
Maryland , 910 
Massachusetts 065 
Michigan 5, 307 
Mississippi- - 25 97, 525 
Missouri 


$36, 250 
72, 162 
459 
650 
642 


000 
, 862 
, 544 
000 
010 


309, 


$150, 000 


871 
37, 588 
, O68 
. 448 
, 046 
, 800 
, 107 
, 607 


, 613 


Montana 
Nevada 

New Mexico 
North Carolina 
Ohio 
Oklahoma 


37, 


14, 
88, 7 


102, 


9, 400 


Oregon ‘ : ‘ < 30, 
South Carolina ( 36, d 10, 
Tennessee j 38, ‘ 18, 
Texas : 2, 92, 
Utah 52, : 11, 
Vermont 

W yoming ( 35, 7 65, 150 
District of Columbia_- 5 62, 755 
Alaska . : 3 71, 425 
Hawaii j : 98, 390 


462 
289 
415 
225 ) 7 ( 2 ) 


710 


19, 000 


Total 236 1, 919, 095 178, 400 


11 project to GAO for collection—$21,300, 
2] project to GAO for collection—$2,738. 


Senator MaGnuson. The committee will now stand in recess until 
10 o’clock Friday morning. 
(Whereupon, at 3:10 p. m., Wednesday, May 25, 1955, the hearing 


was recessed to reconvene at 10 a.m. Friday, May 27, 1955. 
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FRIDAY, MAY 27, 1955 


Unirep STates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, in room G-16, 
The Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 
Present: Senator Magnuson. 


VETERANS’ ADMINISTRATION 
HospitaL PROGRAM 


STATEMENTS OF H. V. HIGLEY, ADMINISTRATOR; ACCOMPANIED 
BY F. W. KELSEY, COMPTROLLER; J. D. BAKER, BUDGET OFFICER 
AND ASSISTANT COMPTROLLER; V. P. MILLER, ACTING CHIEF, 
STAFF SERVICES DIVISION, BUDGET SERVICE; G. H. BIRD- 
SALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION; R. M. 
EDGAR, ASSISTANT ADMINISTRATOR FOR CONSTRUCTION; 
L. W. SCHWEICKART, EXECUTIVE ASSISTANT TO ASSISTANT 
ADMINISTRATOR FOR CONSTRUCTION; J. C. CARVER, CHIEF, 
PROGRAM CONTROL DIVISION, ASSISTANT ADMINISTRATOR 
FOR CONSTRUCTION; DR. W. S. MIDDLETON, CHIEF MEDICAL 
DIRECTOR, DEPARTMENT OF MEDICINE AND SURGERY; DR. 
R. A. WOLFORD, DEPUTY CHIEF MEDICAL DIRECTOR; DR. F. B. 
BREWER, ASSISTANT CHIEF MEDICAL DIRECTOR FOR OPERA- 
TIONS; A. F. BIGELOW, ASSISTANT TO CHIEF MEDICAL DIREC- 
TOR; L. F. SCHOEN, ACTING CONTROLLER; AND G. R. STEVENS, 
ENGINEERING SERVICE, DEPARTMENT OF MEDICINE AND 
SURGERY. 

PURPOSE OF HEARING 


Senator MaGnuson. The committee will come to order. 

Mr. Higley, the purpose of this short session—and it will be very 
short—was to discuss the appropriation and the breakdown on the 
specific hospital program of the Veterans’ Administration. 

You have in your analysis here broken down what you intend to do 
with the amount of $13,815,000 in your hospital program. 


559 
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USE OF FUNDS 


The House gave you $30 million, which added to the program, 
| think it would be well to have the record show what your plans are 
for the extra amount over and above the $13,815,000. In other words. 
you have approximately $16 million- plus that was additional. What 
do you intend to do with those funds? 

Mr. Stevens. There is modernization at Coatesville. 

Mr. Higtey. Do you not have a list? 

Senator MaGnuson. I have a list here. Maybe this will save 
time. Let me ask if this is correct: You do not have the amounts 
spelled out, but you intend to do some modernization at Coatesville, 
Pa.; Dayton, Ohio; Perry Point, Md.; Gulfport, Miss.; Bath, N. Y.; 
Tuskegee, Ala.; Murfreesboro, Tenn.: Northport, Long Island, N. Y.; 
and Little Roc kk, Ark. Is that correct? 

Mr. STEVENS. Yes, sir. 

Mr. Hietey. There is a total of $30 million. What the Senator 
wants to know is: What are you going to do with the other $16 million. 

Is that not correct? 

Senator MaGnuson. That is correct. 

Mr. Stevens. That is the extra $16 million. 

Mr. Higtey. You have some extra money from the House. 

Mr. Stevens. That is what this is for. 

Mr. Hieuey. This is the extra. The Senator wants to know what 
is the program over what you had normally lined up. He says you 
have a total of $30 million now to spend and he wants to know what 
the other $16 million is for. 

Senator Maanuson. Yes, $16 million plus. 


Mr. Epaar. If I understand your question, we requested 
$11,500,000, plus $2,315,000 for initial portable equipment. The 
House upped it to $30 million, which was $16 million in addition. 

Of that $16 million, $2,900,000 is earmarked for the Downey 
Hospital and the balance is broken down into that list that you have 
read. 

(The list referred to follows:) 
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Veterans’ Administration, 1956 construction program 


). F., rehabilitation and modernization: 

. Bath, N. ¥ brake ees a eee = ? $691, 200 
. Bay Pines, Fla mets : ; 4 383, 000 
. Bedford, Mass seaieckcel aes nidtexet= ... 2,300, 200 
. Biloxi, Miss_. By ess ts eI cag Pap eich neater ee 918, 600 
Cheyenne, Wyo_ -_-_--.- ae si itetwats -_. 1, 632, 000 
. Coatesville, Pa_ _- etre Dr faecsedctas ae Se 100 
. Dayton, Ohio_ - - ciated sa ; , 000 
. Kecoughton, Va ee eee oe eee 922, 000 
. Los Angeles, Calif - SS Des eshte al 94, 500 
. Lyons, N. J_- ee 4, 400 
. Northampton, Mass___------- —— : 5, 300 
. Roseburg, Oreg__- ant ea : 

. White River Junction, Vt__ 1, 218, 600 


_— 
WHR ODMON SOE ON 


FOUN rh icc : 3 ..-.-~!}1, 500; 008 
II. MAIR program (38 projects) as ~ ._.. 8,900, 000 


Total H. and D. F. and MAIR-_-_-__-_--- be _... 15, 400, 000 
III. Initial portable equipment___- ae aac’ es Selatan Siecle)» ae 


IV. Tentative programing of $16,185,000 increase recommended in 
House bill for H. and D. F.: 
Replacement: Downey (technical services only)_....------ 2, 900, 000 
Modernization projects: 
. Coatesville, Pa. 
Dayton, Ohio 
Perry Point, Md. 
Gulfport, Miss. 
Bath, N. Y. 
Tuskegee, Ala. 
Murfreesboro, Tenn. 
Northport, Long Island, N. Y. 
North Little Rock, Ark. 
i . einer ._. 13, 285, 000 


oI 


tte Wt 


~~ 
Cry 


OOM 


Amount of House increase : 16, 185, 000 
Amount of budget request te ; scam oh em os oe ce 


H. and D. F. total_ ae eet 30, 000, 000 


! Rounded off, 


DOWNEY, ILL., HOSPITAL 


Senator Maanuson. What are the plans for Downey? That is 
Illinois. What are the plans for that? 

Mr. Epaar. That is broken down into two phases. 

Mr. Srrevens. The first phase of Downey is to do such additional 
construction and alteration work as may be necessary to provide 
permanent construction for activities now housed in the temporary 
construction of the Navy hospital group, Lawrence and McIntire. 

The second phase which would follow in a subsequent year would 
continue that program in the modernization of existing buildings. 

Senator Maanuson. What type of hospital is Downey? 

Mr. Stevens. Neuropsychiatric hospital. 

Senator Maanuson. I would suggest, Mr. Higley, that you send 
both Senators from Illirois a little more detailed breakdown of what 
vou intend to do. Is that all right with you? They are interested in 
what, you plan on doing at Downey. 
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What do you plan generally to do on these other hospitals, for the 
extra money that vou have? What type of hospitals will they be? 
Mr. Hieiey. Seven out of ten are neuropsychiatric. 


NEUROPSYCHIATRIC PROBLEM 


Senator MaGnuson. What I am trying to establish is the fact that 
we talked about at the other hearings, that this NP problem is getting 
worse and worse and worse, and that the program you are anticipating 
places its emphasis on more beds and more treatments in that cate- 
gory. Is that correct? 

Mr. Hicuey. This is a nonbed betterment. 

Senator MaGnuson. It is treatment, though? 

Mr. Hieiey. It is to take care of parts of hospitals that must be re- 
placed, or repaired, or put in shape. It does not add on new beds to 
our total. 

Senator MaGnuson. However, it makes them more usable for this 
particular treatment? 

Mr. Higury. Yes, sir. You can see that the emphasis is on NP. 
However, we cannot just shove the rest of them aside. We are trying 
to lav the emphasis where that load is. 

Senator MaGnuson. For instance, General Hershey testified that 
37 percent of the rejects for selective service, that is, 40 percent of that 
37 percent were potential NP cases, and, as [ think you said when you 
were here before, that is, by far, your biggest problem? 

Mr. Hiecury. It is. 

Senator Maanuson. It is vour biggest problem in the Veterans’ 
Administration. 


Mr. Hieiey. It is half our problem today. 

Senator MaGnuson. I would like to have the record point out that 
you people are thinking of placing more emphasis toward the treat- 
ment, either inbed or outbed treatment of, that type He nena 

Mr. Hietry. That is right. We understand that, 


OTHER TYPES OF TREATMENT 


Senator Magnuson. Secondly, that you are going to spend some 
money and you are spending it, on a research program in which alcohol- 
ism plays a great part. W hat are you doing on that? You testified 
briefly on that. 

Dr. Mippieton. So far as the neuropsychiatric patient is con- 
cerned we are primarily interested in a long-term projection of the 
efforts to get patients out of our hospitals into the community. That 
is long term and involves a great organization in each hospital for the 
psychiatric patient. Then we are studying the tranquilizing drugs, 
reserpine and promazine, which have completely revolutionized the 
status of our patients, although they have not brought about a cure. 
I think we should be very clear on that point, because there is apt 
to be too much optimism, when we have only temporary advantage 
at a new plateau from which to advance. Of course, alcoholism is 
a continuing problem throughout the society and it affeets the veteran 
population as well. 

Senator MaGnuson. I think the impact on these patients is worse 
than any other given group of people. 
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Dr. Mrppteron. Yet whatever is determined in that particular 
area is applicable to the entire American public. 

Senator Maanuson. We have had these people down from Michi- 
gan where they have that problem there in Battle Creek and the other 
hospital, Dearborn, I believe, where you are experimenting, and the 
tests have proven very well with a quick treatment. What do you 
call it? 

Dr. Mippieton. The acute-treatment program, of course, is appli- 
cable in any hospital and it is being focused in some of the hospitals 
such as in Battle Creek. Dearborn does not have an acute-treatment 
element, but that is being produced there. 

Senator Magnuson. When we speak in terms of beds, if this treat- 
ment works out, you are multiplying those beds, but you will have a 
more rapid turnover. 

Dr. Mipp.eton. Yes, sir; a greater assurance of return to society. 


SURVEY OF NEED IN MICHIGAN 


Senator Maagnuson. The Michigan people were in here and they 
were very interested in whether or not you could add a wing to which 
one? Dearborn or Battle Creek? 

Dr. Mipp.Leron. They were interested in Battle Creek. I was 
there yesterday, sir. 

Senator Magnuson. Do you think you could accomplish that? 

Dr. Mipp.eton. So far as our finding is concerned, it is not a 
program element. That means that there are other areas of greater 
need, but we are restudying that and making a survey of the need in 
Michigan, because there is a very great and pressing problem there. 

Senator Magnuson. I think they were the highest in the Nation 
in ratio per capita of NP cases. 

Dr. Mipp.ieron. It is very high. They have a very serious local 
problem there and we are attempting to relieve it by a triangular 
movement. 

We are planning to take a total of 200 patients out of Battle Creek, 
but it means that we have to implement that by taking some patients 
out of Wood, Wis., and sending them to Iron ‘Mountain, Mich., and 
then sending other patients coming out of Battle Creek to Wood, 
and some of the patients out of Battle Creek to Dearborn, so it is not 
a simple bit of logistices. 

Senator MaGnuson. Then there was also some mention of Fort 
Custer. What is the additional building at Fort Custer? 

Dr. Mippueton. Fort Custer, of course, is a Battle Creek estab- 
lishment; that is on that reservation. 

Senator MaGnuson. I see. They also say that you have 115 beds 
at Dearborn that have never been used in any way whatsoever. What 
about that? 

TUBERCULOSIS TREATMENT 


Dr. Mippietron. Of course, those beds are beds that have not yet 
been activated. There has been such a short reflection of the change 
in requirements. In the first place, there was a great need for beds 
for TB, as vou will recall, Senator, and that need has been reduced, 
so that we now have a reduced plateau of about 15,000. 
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Senator Magnuson. I think the record should show you are closing 
in on TB and you do not have that need any more. 

Dr. Mippueron. It is practically a plateau now. 

Senator Magnuson. We are diminishing the need for TB beds, but 
increasing the need for NP. That is the emphasis, and what you are 
focusing your attention on. 

Dr. Mippieron. We are attempting to accomplish that. 


JACKSON, MISS., HOSPITAL 


Senator MaGnuson. The Senator from Mississippi has sent me a 
letter in which he says: 

There is a veterans’ hospital in Jackson, Miss., which was taken over from thi 
Defense Department in about 1946. These entire facilities are temporary i: 
nature and are outmoded. In this case I think that these facilities are beyond 
remodeling, and what it needs is a completely new hospital facility. I understand 
that the Veterans’ Administration has under study the need for new construction 
with an objective of formulating a long-range program for construction of new 
hospitals. 

And what he wants to know, I am sure, is exactly at what stage is 
this study and when is it expected to be completed? 

Are you making such a study? 

Mr. Hicuey. We are. I would say we are right in the middle of it 
and we are trying to take all of these major replacements into one 
program so we do not have a lot of individual hospital bills, some of 
which will not be as important as others might be. We hope that we 
will develop a program wherein we can get approval from the Bureau 
of the Budget as well as the Congress the at W te set up a sum of money 
to be expended over a period of 5, 6, 7, or 8 years, of maybe $200 
million, which will enable us to methodic nily ae ‘n go ahead and replace 
these structures. 

Senator MaGnuson. Such as Jackson. 

Mr. Hietry. And I believe Jackson is one of that group—Yes, 
it is; I have been told. 

Senator Macgnuson. He asks this question, which I am going to 
answer for him: 

He wondered if it would be appropriate to ask that Jackson has 
been included as a high pr iority in this program, and I am going to 
tell him that vou are giving it very active consideration. 

Mr. Hietey. He might want it a little stronger than that. | 
think there are 16 hospitals altogether on that list, of which 9 are 
major replacements, and the others are partial replacements, as, for 
instance, Wood, Wis. 

Senator MaGnuson. What is in those plans for the State of Wash- 
ineton and the State of Oregon, for instance? As long as the Senator 
from Mississippi is asking questions, I might as well ask a few ageert. 
Are there any plans for W ashington or Oregon for new facilities? 

Mr. Hieuery. No, sir. 

Senator Magnuson. What about Vancouver? 

Dr. Wo.rorp. It is not in the replacement program. 

Senator Macnuson. You are going to continue with the one at 
Vancouver. Perhaps we ought to hear from the Senator from 
Oregon at this time, Senator Neuberger. 
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STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


VA FACILITY FOR KLAMATH FALLS, OREG. 


Senator NEUBERGER. I just want to make a very brief presentation. 
I want to call the attention of the committee to the fact that in 1948 
there was a Veterans’ Administration facility authorized for Klamath 
Falls. 

I believe it was eliminated in the general cutback program which 
occurred very late that year, and I have come here today to ask if 
it would not be possible for the committee to request the Veterans’ 
Administration to make a review of that situation, to see if the plans 
which then existed at Klamath Falls and which had been authorized 
are still pertinent, or not, I have a brief statement. I will not read 
all of it. 

Mr. Higley knows the situation that applied then. This would 
have been the only hospital between Portland and San Francisco, for 
about 700 or 800 miles. There is none there now in existence and the 
need for the hospital is probably greater than it was then. I would 
like to ask, Mr. Chairman, that my statement, which is very brief, 
be included in the record, along with a telegram from Mr. Frank 
Benner, the president of the Klamath County Allied Veterans’ 
Council. Both are brief and I will leave them here for you. 

Senator MaGcnuson. They will both be put in the record at this 
point. 

(The statement and telegram referred to follow:) 


NEED FOR GENERAL MepicaL HospitaL at KLAMATH FALLS, OREG. 


Following World War Ii, a VA general medical hospital was authorized for 
Klamath Falls, Oreg. Within weeks of the time set for calling for bids to erect 
the 200-bed hospital, for which plans had been drawn and a location secured and 
improved, the Presidential cutback order of January 10, 1949, suspended for 
the time, further action on the facility. This was one of 24 canceled at that time 
in the planning stage. 

I would like to ask the VA if they have recently studied the facts that, prior 
to the cutback order, were considered sufficient to make feasible a reavest for a 
general medical hospital at Wlamath Falls and convincing enough to result in 
its authorization by the Congress? 

If, in 1948, it Was considered necessary to build a VA general medical hospital 
at Klamath Falls because no such facility was available to veterans in the 718 
niles between Portland and San Francisco, isn’t it needed as much if not more 
in 1955? 

Wouldn’t it be in the interest of veterans’ lives to reduce the extensive distance 
and travel time that presently confronts desperately sick veterans who have to 
travel 300 miles and spend 8 to 10 hours to reach the hospital? 

Wouldn’t the fact that the number of veterans in a 150-to 200-mile radius of 
Klamath Falls exceeds the national average in relation to total population indicate 
a reasonable need for such a facility? 

Would any of the facts that, in 1948, were sufficient to supy ort authorization 
be less reasonable or less pertinent in 1955? 

What do any recent investigations and findings show, that would make it less 
imperative to reinstate the Klamath Falls hospital on the approved list? 
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KLAMATH Fa us, OREG., 
Mar. 26, 1955. 


RicHarp L. NEUBERGER, 
United States Senate Building, Washington, D. C.: 

In 1947 Veterans’ Administration reported upon the need of Klamath Falls 
Hospital after complete investigation. On July 6, 1948, Gen. Carl Gray, Admin- 
istrator, promised it would be built based upon need. Both Houses of Congress 
passed on it after having held lengthy and complete hearings. 

Please ask committee to review all information in those reports and then show 
where the picture has improved. You may also quote, additional load coming in 
from Korean veterans since last hearings were held and that the wooden barracks 
type wards at Barnes Hospital, Vancouver, Wash., where most Oregon medical 
cases are sent, have operated years beyond their normal expectancy. 

We would most certainly not wish to accept a negative report at this time 
without being accorded a hearing. 

Fine sailing. 

FE. E. BENNER, 
President, Klamath County Allied Veterans Council. 


PLANNING SITUATION 


Senator NEUBERGER. I would appreciate it if the Veterans’ Admin- 
istration would review that situation in southern Oregon and northern 
California and see if those plans which had been approved at that 
time are still pertinent. 

That is the only reason I came here. 

Senator Maanuson. You do have long distances there for these 
people. When they get away from their homes and families and 
relatives, it is a long way to go. 

Mr. Hiaiey. Was that part of the 16,000 cutback? 

Senator NEUBERGER. Yes. It was late 1948, I believe, Mr. Higley. 

Mr. Higiry. May I ask one other question for more recent informa- 
tion? 

What is the veteran load or waiting list, or do vou have any in- 
formation about the area that Klamath F ile ouaks serve? 

Senator MaGnuson. I can answer that. I know from experience 
that there is a big waiting list out in that area. I say “‘big’”’ in ratio 
to the population involved. 

Senator NeEuBERGER. I did not have a compendium of it as you 
would have. Of course, that is not available to me, but we have 
many letters from people, not from northern California, because that 
is rot any of my constituency, but from southern Oregon, who have 
been unable to gain admission. Senator Magnuson says that is one 
of the biggest distances in the country, where there are no veterans’ 
facilities. 

Mr. Higtey. What is the primary need, if you do not mind? 
Because it is a good opportunity to get this information. 

Senator MaGnuson. Go right ahead. 

Mr. Hiciny. I do not know whether we have any figures on Klam- 
ath Falls with us or not. 

Dr. Wotrorp. No, sir. 

Mr. Hieuey. Is it NP? 

Dr. Wo.rForp. Is it general. 

Senator Macnuson. Would you get this for Senator Neuberger, 
would you get those figures and see that he gets them? 

Mr. Hictry. We will come up and talk it over with you and see 
what we have and see what is involved. 
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Senator NeEuBERGER. Thank you, Mr. Chairman, very much, for 
your courtesy. 
Senator MAGNuSON. Yes, sir. 


AMERICAN LAKE, WASH., HOSPITAL 


Senator Magnuson. Getting back to the State of Washington, I 
have a letter here from the American Legion group of my State in 
which they specifically refer to American Lake Hospital, which you 
gentlemen are familiar with. This is an NP hospital, is it not? 

Dr. Wo.rorp. Yes. 

Senator Maanuson. They say it is filled at all times, to capacity. 
they say: 

For many months it has only been possible to secure admission of service- 
connected mental cases and insofar as non-service-connected mental cases are 
concerned, they have to be committed to the State mental institutions. 

At the present time the American Lake Hospital has a waiting list of 255 non- 
service-connected cases. We do have a few service-connected cases in our State 
hospitals to American Lake. There must be 100 or more waiting admission to 
American Lake who have not made application because it is well known that the 
non-service-connected cases cannot be admitted to American Lake. 

I suppose the reason for that is the lack of space for beds, so they 
give up. 

The department of Washington, at our convention, passed a resolution request- 
ing the VA to build a 500-bed addition to American Lake— 
because of the fact that World War II service-connected cases are 
40 percent NP. Is that the figure? 

Mr. Hieiey. I would not know. 

Senator MaGnuson. Forty percent, in my State. 

Mr. Hicgitey. You mean of all World War II men? 

Senator Magnuson. That is what they say. 

Dr. MippLeTon. That is correct. 

Senator Magnuson. That is startling. 

Mr. Hiciry. You mean 40 percent of all the veterans from that 
State who were in World War II, or 40 percent of those who are sick? 

Senator Maanuson. Of the patients; yes. That is by far your 
biggest problem, is it not? 

Dr. Wourorp. Yes. 

Senator Maanuson. That runs parallel to what General Hershey 
said of the people of selective service, 40 percent. 

Mr. Hiauey. Of course, the ones he was talking about are the ones 
who never got into the service. 

Senator Magnuson. Which compounds the rate; ves. 

Dr. MippLeton. May I make a correction, please? 

Senator Maanuson. Yes. I might just preface by saying: They 
want me to introduce a bill for a 500-bed addition. 


PATIENT LOAD 


Dr. Mippueton. The actual patient load in our hospitals at the 
present time indicates that there are 48,000 veterans with NP condi- 
tions in Veterans’ Administration NP hospitals, 10,000 in other 
Veterans’ Administration hospitals that are not NP hospitals, 2,000 
in non-VA hospitals, which totals approximately 60,000 patients 
with NP conditions out of a load of 111,600 hospital patients. 
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Senator Maanuson. What about American Lake? Do you have 
any plans for that? 

Dr. Wolford. We have plans for an on-site survey for a complete 
modernization program for American Lake. 

Senator MaGcnuson. May I say that you are going out there now 
to look at it and to examine it to see whether or not it might be neces- 
sary to go ahead with this addition? 

Dr. Wo.rorp. Yes, sir. 


SPOKANE, WASH., SITUATION 


Senator Maanuson. They are talking about Spokane. They say: 


Last year only sufficient money was appropriated for the Spokane hospital for 
an average bed capacity of 113. At the present time the VA is contemplating 
opening another floor. That would mean 35 additional beds, or a total of 148. 
The Spokane hospital does not have an NP ward. There could be made a‘ ailable 
24 beds for NP patients. This would make a total bed capacity of 172. The 
35-bed addition and the 24-bed addition would be dependent upon appropriations. 


they say— 


by Congress. There is a waiting list of 24 in Spokane. 


Dr. Wotrorp. One of the troubles of Spokane has been the ques- 
tion of staffing. 

Senator MaGnuson. You cannot get the staff? 

Dr. Wotrorp. Cannot get the doctors. 

Senator Magnuson. I want to say to this group here that when the 
American Legion and the Veterans of Foreign Wars appeared here 
the other day I did call their attention to the fact that many of these 


things seemed desirable to us and to them, but that you did have a 
problem of staffing. 

Mr. Hiauery. Yes, sir; particularly neuropsychiatric work. 

Senator Magnuson. Particularly NP cases. Then they go on to 
Walla Walla and Vancouver. 

Suppose I just give you this letter and you put an answer in the 
record. It will save time for everybody. 

(The information referred to follows:) 


COMMENTS REGARDING LETTER DatTEeD May 23, 1955, To Senator MaGnuson 
From Mr. K. KLEMETSON, DEPARTMENT SERVICE OFFICER, DEPARTMENT OF 
WASHINGTON, THE AMERICAN LEGION 


American Lake, Washington.—The number of veterans awaiting admission to 
our American Lake hospital averaged 184 for fiscal vear 1953, 204 for fiscal year 
1954, and 233 for the first 10 months of fiscal year 1955. The latest weekly report 
(May 23) shows 257 awaiting admission. It is apparent, therefore, that there is 
an increasing demand for beds at this hospital. The waiting list at American 
Lake is not nearly as large, however, in proportion to the number of beds available 
to patients as it is at several of our other hospitals. For example, the April 30, 
1955, waiting list at American Lake was equal to approximately 28 percent of the 
beds available to patients; it was 77 percent at Palo Alto, 44 percent at Battle 
Creek, 73 percent at Jefferson Barracks, 52 percent at Lyons, 48 percent at 
Northport, 52 percent at Salisbury, 33 percent at Coatesville, 59 percent at 
Lebanon, and 66 percent at Pittsburgh (NP). Therefore, it is felt that stations 
having the greater need should be considered first when plans are being made for 
construction of additional neuropsychiatric beds. 

There are active intensive treatment centers for psychiatric patients at Seattle 
and Vancouver which have a rapid turnover. 

The possibility of experiencing difficulty in obtaining professional personnel 
should be carefully evaluated. We have had difficulty at times in recruiting 
psychiatrists for VA hospital, American Lake. 
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Spokane, Wash.—While the planned average daily patient load for our Spokane 
hospital was set at 113 for the current fiscal year, the hospital has had an average 
daily patient load of 117 for the first 10 months of the fiscal vear. The planned 
patient load for fiscal year 1956 is 170, based on the availability of all 200 beds 
soon after July 1, 1955. 

Walla Waila, Wash.—It is true that our TB hospital at Walla Walla has not 
reported any veterans awaiting admission over the past 10 months. Neverthe- 
less, the hospital has maintained an occupancy rate of 88.4 percent over this 10- 
month period which is higher than the rate for fiscal year 1953 (79.8 percent) 
and approximately the same as the occupancy rate was for fiscal year 1954 (89.3 
percent). This hospital is now getting some of the TB patients which were 
going to Veterans’ Administration Hospital, Vancouver, Wash., prior to closing 
the 150-bed TB service there. 

Vancouver, Wash.—It is true that a 100-bed intermediate service has been 
authorized for this hospital. It is gratifying to note the favorable comment in 
Mr. Klemmentson’s letter concerning establishment of this new service. 


Senator Maanuson. You are using all the beds in Seattle; are you 
not? 

Dr. Wo.rorp. Yes; sir. 

Senator Maanuson. Do you have any NP patients there? 

Dr. Wo.rorp. I do not know the exact breakdown, Senator, but 
we have an NP service there. 

Senator Magnuson. Then Vancouver—1 will give you this. There 
is also one from the Veterans of Foreign Wars. 

I suppose it practically covers the same ground. You can see that 
we get a good answer to them. It seems to me that we are heading 
right smack into this NP problem every place we look. 

(The information requested follows:) 


COMMENTS REGARDING LETTER Datep May 23, 1955, TO SENATOR MAGNUSON 
From Mr. Watrer A. DeEEBACH, DEPARTMENT SERVICE OFFICER, DEPART- 
MENT OF WASHINGTON, VETERANS OF FOREIGN WarRS 


General.—The Veterans’ Administration operates five hospitals in the State of 
Washington. These 5 hospitals have a total capacity of 2,406 beds. As oi 
\pril 30, 1955, a total of 261 beds were not available to patients. Nineteen of 
these unavailable beds were at Seattle, 68 at Spokane, and 174 at Vancouver. 
The number of veterans awaiting admission averaged 340 ior the 5 hospitals for 
the past 10 months; and over 68 percent of these were psychiatric cases awaiting 
admission to our hospital at American Lake. 

Seattle, Wash.—The April 30, 1955, hos pitalization report shows 301 beds in 
operation with an average daily patient los id of 266. The planned average daily 
patient load for fiscal vear 1956 is 285. Therefore it is anticipated that all 320 
beds will be available to patients soon after July 1, 1955. 

Spokane, Wash.—The planned average daily patient load for this hospital for 
fiscal year 1956, is 170. Therefore, it is anticipated that all 200 beds will be 
available to patients soon after July 1, 1955. 

Contract beds.—The Veterans’ Administration has been making a concerted 
effort over the past 2 years to achieve fuller utilization of beds in our hsopitals 
through the discontinuance of use of contract beds wherever feasible. Much 
has already been accomplished in this direction. Therefore, we would recommend 
against reestablishment of contract beds. 


Senator Macnuson. If your experiment in what you call acute 
treatment, if that is what you call it, works, it will be very encouraging, 
and it has been working? 

Dr. Mipp.eTon. Yes; it is a distinct improvement. 

Senator MaGnuson. i suppose every year it is going to get greater, 
because the World War II fellows are now getting to the age where 
things like that can happen. 

Mr. Hiauey. Dr. Middleton, do you agree that there is a plateau 
of, we will say, 30’s, 40’s and early 50’s? 
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Dr. Mippteton. This is a professional problem which I have dis- 
cussed with the Administrator before. We have two curves that are 
superimposed. 

In the first place, we are getting the aging population of World 
War |. The more acute psychoses will now be appearing in. the 
World War II veterans shortly, and the Korea veterans, and by the 
time we have had the substance of the peak for the acute psychoses, 
we are going to have the aging process taking over, so I am not so 
optimistic about total numbers as is the Administrator; but with the 
newer methods available, with better grasp, and better facilities, we 
may strike a plateau. I should like to see the curve decline, but I 
cannot predict that. 

Mr. Hiciey. You are talking about another thing. I am talking 
about the fact that the psychiatrists have told me that this psychosis 
trouble is more apt to be in the earlier years and the later years. 

Dr. Mipp.eron. That is correct. 

Senator Maanuson. You mean a fellow like me is kind of in a 
twilight zone? 

Mr. Hiaiey. That is the point I am getting at. I do think that is 
one element in our favor, if it is true, in trying to get hold of this 
whole problem. 

Senator Maanuson. I think that one of the things that bothers the 
Senators the most is that the NP problem seems to be cropping up 
every place. We have a pretty good program in the VA hospitals, 
to take care of the other types. I think the record should show that 
with the extra amount you received from the House you will use it 
effectively and you have plans and a program for it, but that the 


emphasis is going to be placed on trying to break into this NP prob- 
lem. Is that correct? 

Dr. Mippieron. Yes, sir. May I add for the record one further 
detail? 

Senator MaaGnuson. Yes. 


AVERAGE PATIENT LOAD 


Dr. Mippueton. In 1956 the average daily patient load will be 
increased 4,239. 

Of that number 60 percent, of that, or 2,523 will be in NP beds, 
so you see that the planning is sound. 

Senator MaGnuson. All right. I have 2 or 3 more letters from 
other Senators, which I will send to you. You can just answer them. 
We will leave the record open for a few days. 


LETTER FROM SENATOR SALTONSTALL 


I have a letter here from Senator Saltonstall, of Massachusetts, in 
which he says, among other things: 


I have received a number of inquiries and resolutions, most recently from the 
Jewish War Veterans of the United States, department of Massachusetts, express- 
ing vigorous disapproval of any actions which would rescind or revoke present 
existing pensions to non-service-connected veterans of World War I, their widows, 
or orphans, or of any action which would reduce hospital and medical care for 
veterans, whether their disabilities were service-connected or otherwise. Will the 
present program and request of the Veterans’ Administration for funds actually 
bring about such results as are feared? 
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I think the record will answer that itself. We will put Senator Salton- 
stall’s letter in the record. 
(The letter referred to follows: ) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
May 24, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 

DEAR SENATOR MAGNuson: Thank you for your letter of May 20th with its 
request that I submit to you such questions as I might have relative to appropria- 
tions for the Veterans’ Administration and the Federal Communications Com- 
mission. 

I have no specific questions to be asked to the latter but I think it might be 
pertinent if the following question could be asked by you of the spokesman for the 
Veterans’ Administration: 

I have received a number of inquiries and resolutions, most recently from the 
Jewish War Veterans of the United States, Department of Massachusetts, ex- 
pressing vigorous disapproval of any actions which would rescind or revoke 
present existing pensions to non-service-connected veterans of World War I, their 
widows or orphans, or of any action which would reduce hospitalization and 
medical care for veterans whether their disabilities were service-connected or 
otherwise. Will the present program and request of the Veterans’ Administration 
for funds actually bring about such results as are feared? 

The above question represents the principal concern that has been expressed to 
me by those veterans and veterans organizations with whom I have been in 
contact. 

Thank you for your courtesy in asking me to submit this letter. 

Sincerely yours, 
LEVERETT SALTONSTALL, United States Senator. 


Senator Macnuson. We will have the record open for a few days 


in case you want to make any changes in numbers or anything, and 
I will submit this to the subcommittee and the full committee with 
the distinct understanding that you have plans to use the extra 
money and, secondly, that you are going to place the emphasis 
which I know you are doing—on this really shocking NP problem. 

Thank you very mucb. 

The hearing is concluded. 

(Whereupon, at 2:45 p. m., Friday May 27, 1955 the committee 
recessed, and the hearing was concluded.) 
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